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Politics 

Barack Obama unveiled a 
document that he hopes will 
form the basis of the Demo- 
crats’ final health-care bill 
ahead of a televised bipartisan 
summit. It contains many of 
the proposals in the Senate 
version of the bill, but would 
cost more ($950 billion) and 
also set up a panel that could 
block steep increases in insur- 
ance premiums, such as the 
recently announced 39% rise to 
some insurance-plan pay- 
ments in California. 

A few green shoots of bipar- 
tisanship were spotted on 
Capitol Hill. Ron Wyden, a 
Democrat, and Judd Gregg, a 
Republican, introduced a bill 
that would reduce the top rate 
of corporate income tax to 24% 
and end some special tax 
breaks for companies. And the 
Senate passed a (much wa- 
tered-down) jobs bill with the 
support of 13 Republicans. This 
came several days after Mr 
Obama appointed a bipartisan 
commission on the deficit, 
albeit with not many powers. 

The Justice Department re- 
leased documents from its 
lengthy inquiry into the ethics 
of advice given to the Bush 
administration regarding the 
interrogation of terrorism 
suspects. John Yoo and Jay 
Bybee, two former lawyers at 
the department who justified 
the use of waterboarding 
(simulated drowning), were 
cleared of professional mis- 
conduct, but were criticised for 
their legal reasoning. 

A 25-year-old Afghan im- 
migrant who used to work at 
Denver airport pleaded guilty, 
in a civilian court hearing, to 
plotting to bomb the New 
York subway last year. 

Kemalist kerfuffle 

In the latest skirmish between 
Turkey’s government, led by 
the mildly Islamist ak party, 
and its secular armed forces, 
dozens of officers were arrest- 
ed on suspicion of plotting a 
coup. Around half of them, 
including several admirals and 
generals, were charged. 


The coalition government in 
the Netherlands collapsed 
following a row over the de- 
ployment of Dutch troops in 
Afghanistan. An election was 
scheduled for June 9th. 



Greece came to a standstill 
and demonstrators clashed 
with police during a 24-hour 
general strike over planned 
austerity measures to reduce 
the deficit. There were warn- 
ings of further downgrades to 
Greece’s sovereign debt. 

Viktor Yanukovich was inau- 
gurated as Ukraine’s presi- 
dent. He said he planned to 
visit Brussels shortly after- 
wards, a possible sign that his 
presidency will be more 
friendly towards the European 
Union, and maybe less so 
towards Moscow, than some 
had expected. 

Less than three weeks after 
unionist and republican lead- 
ers in Northern Ireland 
reached a power-sharing deal, 
a large car-bomb exploded 
outside a courthouse in the 
town of Newry. No one was 
injured. 

Flash floods on the Portuguese 
Atlantic island of Madeira 
killed at least 42 people. 

Two for the price of one 
Nigeria’s ailing president, 
Umaru Yar’Adua, flew back 
home after three months in a 
Saudi clinic. Only two weeks 
ago his vice-president, Good- 
luck Jonathan, had formally 
been given presidential 
powers, albeit temporarily. A 
power struggle may yet ensue. 

Iran arrested Abdolmalek Rigi, 
the leader of Jundullah, a 
Sunni group that draws on 
Baluchi support in the south- 
east and which has been 


blamed for a string of terrorist 
attacks. The Iranians, who 
have accused the group of 
links both to al-Qaeda and to 
the West, say they have 
photographs proving that Mr 
Rigi was at an American base 
in Afghanistan. 

Sudan’s government agreed to 
a ceasefire with one of the 
main rebel groups in Darfur, 
the Justice and Equality Move- 
ment, raising hope for a wider 
agreement to end seven years 
of conflict in Sudan’s western 
region. But several other rebel 
groups vowed to carry on the 
struggle. 

Centralising tendencies 

Foreign diplomats in Afghani- 
stan expressed concern at the 
reform of an electoral-com- 
plaints commission made by 
President Hamid Karzai, 
which gives him the power to 
appoint all its members. The 
commission thwarted Mr 
Karzai’s first-round election 
victory last August, by ruling 
that nearly lm votes were 
fraudulent. 



General Stanley McChrystal, 
the commander of NATO’s 
forces in Afghanistan, apol- 
ogised on national television 
for an air strike in which as 
many as 27 civilians were 
killed on the northern edge of 
Uruzgan province, which 
borders Helmand. The govern- 
ment in Kabul described the 
attack as “unjustifiable”. 

India and Pakistan held their 
first formal meeting since the 
terrorist onslaught on Mumbai 
in November 2008. On the eve 
of the talks in Delhi, the two 
countries traded allegations 
over shooting in the disputed 
territory of Kashmir. India said 
its border guards came under 
fire from Pakistan. 


Bangladesh’s army was de- 
ployed in the Chittagong Hill 
Tracts in the south-east of the 
country after the worst vio- 
lence in the area since a peace 
deal was signed in 1997. At least 
five people have been killed in 
clashes between Bengali set- 
tlers and local tribal people. 


An ever louder voice 



Meeting in the Mexican resort 
of Playa del Carmen, the lead- 
ers of 32 countries in Latin 
America and the Caribbean 
agreed to set up a new regional 
body. When it is created, either 
next year or in 2012, it will be a 
rival to the Organisation of 
American States, in which the 
United States and Canada, but 
not Cuba, take part. The lead- 
ers also expressed their sup- 
port for Argentina’s claim to 
sovereignty over the Falkland 
(or Malvinas) Islands, which 
has been reignited by the 
arrival of an oil exploration rig 
in the islands. 

In Cuba, Orlando Zapata, a 
political prisoner, died in 
hospital after a lengthy hunger 
strike in protest at poor prison 
conditions. Mr Zapata was 
arrested in 2003, during a 
crackdown against democracy 
activists on the island. Cuba’s 
president, Raul Castro, said he 
regretted the death but denied 
that prisoners suffered torture. 

Brazil’s governing Workers’ 

Party endorsed Dilma Rousseff 
as its candidate in October’s 
presidential election. Ms 
Rousseff is President Luiz 
Inacio Lula da Silva’s chief of 
staff and was hand-picked by 
him as his successor. She has 
pledged to continue Lula’s 
pragmatic economic policy, 
but at the party convention 
Lula said that she should not 
be afraid to extend the state’s 
remit in the economy. 9 
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Business 

Executives from Toyota faced 
tough questioning at a con- 
gressional hearing into its 
recall of millions of vehicles. 
Akio Toyoda, the carmaker’s 
embattled president, attended 
the proceedings after initially 
saying he wouldn’t. He apol- 
ogised for the safety lapses 
and said Toyota had “pursued 
growth over the speed at 
which we were able to devel- 
op”. Earlier, some of Toyota’s 
American workers and car 
dealers rallied in support of 
the company. 

Hummer horror 

General Motors decided to 
phase out the Hummer after 
the Chinese government 
declined to approve gm’s deal 
to sell the brand to a Chinese 
company. Adapted from a 
military design for the civilian 
market, the Hummer came to 
symbolise the ultimate gas- 
guzzler. One study found that 
Hummer drivers picked up 
five times as many traffic 
tickets as the average motorist. 

Ben Bernanke dampened 
market speculation about the 
prospect of an increase to the 
Federal Reserve’s key federal 
funds interest rate when he 
said it would stay low for 
several months. The central 
bank recently lifted the dis- 
count rate it charges banks on 
emergency loans by a quarter 
of a percentage point, to 0.75%. 

Royal Bank of Scotland 

announced a pre-tax loss of 
&-9 billion ($2.7 billion) for 
2009. The results were boosted 
by a £2.1 billion pension-relat- 
ed gain and a £3.8 billion gain 
on restructuring its own debt. 
The bank, which is still to pay 
back its bail-out money, award- 
ed bonuses to its staff, though 
rbs’s chief executive decided 
to forgo his, as have the bosses 
of other big British banks. 

A report on pay at Wall Street 
firms found that bonuses rose 
by 17% last year, to $20.3 billion. 
Compensation at Goldman 
Sachs, Morgan Stanley and 
JPMorgan Chase rose by 31%. 
Wall Street accounts for 24% of 


total wages paid in New York 
City, though it employs just 5% 
of its workers. 

Commerzbank reported a 
quarterly net loss of €1.9 bil- 
lion ($2.8 billion), after it 
booked surprise write-downs 
stemming from bond insurers 
and generally weak trading 
conditions. Deutsche Bank, 
Commerzbank’s larger rival, 
recently posted a net profit of 
€1,3 billion. 

A judge finally approved a 
settlement between the Secu- 
rities and Exchange Commis- 
sion and Bank of America 
over allegations that Bof a 
misled shareholders about its 
takeover of Merrill Lynch. In 
what has been an awkward 
case for the regulator, the sec’s 
previous agreement was 
tossed out by the same judge 
last year. In his final ruling, he 
criticised the new deal as 
“half-baked justice at best”. 

Google revealed that the 
European Union’s antitrust 
regulator had opened a prelim- 
inary inquiry into whether its 
search engine and advertising 
practices discriminated against 
competitors. The investigation 
comes in response to com- 
plaints lodged by three in- 
ternet companies, including 
one owned by Microsoft. 


Corporate responsibility? 

Three Google executives, 
including a former chief 
financial officer, were given 
six-month suspended sen- 
tences in Italy for allowing a 
clip of an autistic boy being 
bullied to be viewed on Goo- 
gle Video, which the judge said 
broke Italy’s privacy laws. The 
case could have ramifications 
for Google’s European You- 
Tube sites. Google described 
the ruling as “astonishing”. 

Dai-ichi, a Japanese life insur- 
er, took steps to float on the 
Tokyo stockmarket. It hopes to 
raise ¥1.07 trillion ($11.7 billion) 
in the biggest initial public 
offering in Japan since 1998. 

Schlumberger strengthened 
its hand in the oil-services 
industry when it agreed to buy 
Smith International, a rival, 
in a transaction worth around 
$12.4 billion. Schlumberger 
benefits from Smith’s drill- 
making skills, as energy com- 
panies look for ever-deeper oil 
deposits and hard-to-extract 
shale-gas reserves. 

The imf reiterated its view that 
“for most advanced countries” 
stimulus programmes should 
be maintained in 2010 and 
begin to be unwound in 2011 
“if developments proceed as 
expected”. In Britain, this was 


taken by some as evidence that 
it is too soon to cut public 
spending, a central issue in the 
forthcoming election. 


I US consumer-confidence index 

1985-100 
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Source: Conference Board 

American consumer confi- 
dence fell sharply in February, 
raising fresh fears about the 
fragility of the recovery. Sepa- 
rately, economic confidence in 
the euro area unexpectedly 
worsened as well. 

Cabin pressure 

It was a bad week for Europe’s 
airline industry. Pilots at 
Lufthansa walked out for a day 
and then called off their strike, 
but not soon enough to pre- 
vent disruption at the German 
carrier. A strike by air-traffic 
controllers in France led to 
flight cancellations. And Brit- 
ish Airways cabin crew voted 
(again) to take industrial ac- 
tion, though no date was set. 


Other economic data and news 
can be found on pages 101-102 
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The data deluge 

Businesses, governments and society are only starting to tap its vast potential 


'T’lGHTEEN months ago, Li & 
JCiFung, a firm that manages 
supply chains for retailers, saw 
too gigabytes of information 
flow through its network each 
day. Now the amount has in- 
creased tenfold. During 2009, 
American drone aircraft flying 
over Iraq and Afghanistan sent back around 24 years’ worth of 
video footage. New models being deployed this year will pro- 
duce ten times as many data streams as their predecessors, and 
those in 2011 will produce 30 times as many. 

Everywhere you look, the quantity of information in the 
world is soaring. According to one estimate, mankind created 
150 exabytes (billion gigabytes) of data in 2005. This year, it will 
create 1,200 exabytes. Merely keeping up with this flood, and 
storing the bits that might be useful, is difficult enough. Analys- 
ing it, to spot patterns and extract useful information, is harder 
still. Even so, the data deluge is already starting to transform 
business, government, science and everyday life (see our spe- 
cial report in this issue). It has great potential for good-as long 
as consumers, companies and governments make the right 
choices about when to restrict the flow of data, and when to 
encourage it. 

Plucking the diamond from the waste 

A few industries have led the way in their ability to gather and 
exploit data. Credit-card companies monitor every purchase 
and can identify fraudulent ones with a high degree of accura- 
cy, using rules derived by crunching through billions of tran- 
sactions. Stolen credit cards are more likely to be used to buy 
hard liquor than wine, for example, because it is easier to 
fence. Insurance firms are also good at combining clues to spot 
suspicious claims: fraudulent claims are more likely to be 
made on a Monday than a Tuesday, since policyholders who 
stage accidents tend to assemble friends as false witnesses 
over the weekend. By combining many such rules, it is possi- 
ble to work out which cards are likeliest to have been stolen, 
and which claims are dodgy. 

Mobile-phone operators, meanwhile, analyse subscribers’ 
calling patterns to determine, for example, whether most of 
their frequent contacts are on a rival network. If that rival net- 
work is offering an attractive promotion that might cause the 
subscriber to defect, he or she can then be offered an incentive 
to stay. Older industries crunch data with just as much enthusi- 
asm as new ones these days. Retailers, offline as well as online, 
are masters of data mining (or “business intelligence”, as it is 
now known). By analysing “basket data”, supermarkets can 
tailor promotions to particular customers’ preferences. The oil 
industry uses supercomputers to trawl seismic data before 
drilling wells. And astronomers are just as likely to point a soft- 
ware query-tool at a digital sky survey as to point a telescope 
at the stars. 

There’s much further to go. Despite years of effort, law-en- 
forcement and intelligence agencies’ databases are not, by and 
large, linked. In health care, the digitisation of records would 


make it much easier to spot and monitor health trends and 
evaluate the effectiveness of different treatments. But large- 
scale efforts to computerise health records tend to run into bu- 
reaucratic, technical and ethical problems. Online advertising 
is already far more accurately targeted than the offline sort, but 
there is scope for even greater personalisation. Advertisers 
would then be willing to pay more, which would in turn mean 
that consumers prepared to opt into such things could be of- 
fered a richer and broader range of free online services. And 
governments are belatedly coming around to the idea of put- 
ting more information-such as crime figures, maps, details of 
government contracts or statistics about the performance of 
public services-into the public domain. People can then reuse 
this information in novel ways to build businesses and hold 
elected officials to account. Companies that grasp these new 
opportunities, or provide the tools for others to do so, will 
prosper. Business intelligence is one of the fastest-growing 
parts of the software industry. 

Now for the bad news 

But the data deluge also poses risks. Examples abound of data- 
bases being stolen: disks full of social-security data go missing, 
laptops loaded with tax records are left in taxis, credit-card 
numbers are stolen from online retailers. The result is privacy 
breaches, identity theft and fraud. Privacy infringements are 
also possible even without such foul play: witness the period- 
ic fusses when Facebook or Google unexpectedly change the 
privacy settings on their online social networks, causing mem- 
bers to reveal personal information unwittingly. A more sinis- 
ter threat comes from Big Brotherishness of various kinds, par- 
ticularly when governments compel companies to hand over 
personal information about their customers. Rather than 
owning and controlling their own personal data, people very 
often find that they have lost control of it. 

The best way to deal with these drawbacks of the data del- 
uge is, paradoxically, to make more data available in the right 
way, by requiring greater transparency in several areas. First, 
users should be given greater access to and control over the in- 
formation held about them, including whom it is shared with. 
Google allows users to see what information it holds about 
them, and lets them delete their search histories or modify the 
targeting of advertising, for example. Second, organisations 
should be required to disclose details of security breaches, as 
is already the case in some parts of the world, to encourage 
bosses to take information security more seriously. Third, or- 
ganisations should be subject to an annual security audit, 
with the resulting grade made public (though details of any 
problems exposed would not be). This would encourage com- 
panies to keep their security measures up to date. 

Market incentives will then come into play as organisations 
that manage data well are favoured over those that do not. 
Greater transparency in these three areas would improve se- 
curity and give people more control over their data without 
the need for intricate regulation that could stifle innovation. 
After all, the process of learning to cope with the data deluge, 
and working out how best to tap it, has only just begun. ■ 
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Argentina and the Falklands 


The beef in Buenos Aires 


The Kirchners could have more oil if they stopped bullying Argentine business 


O NCE again an unpopular 
Argentine government is 
making aggressive noises to- 
wards the Falkland Islands. In 
1982 the country’s military dicta- 
tors gambled that grabbing the 
islands, a far-flung relic of the 
British empire, by military inva- 
sion would allow them to cling to power on a wave of popular 
acclaim. Fortunately for the islanders the junta was defeated 
by Margaret Thatcher’s dispatch of a task-force (though it was a 
far closer-run thing than she would ever acknowledge and 
cost 650 Argentine and 260 British lives). The conflict had a sil- 
ver lining for Argentina, in the form of its swift return to de- 
mocracy. Now an elected, but unpopular, president, Cristina 
Fernandez de Kirchner, is working herself into a nationalist 
frenzy over the arrival of an oil rig. 

Seismic studies of the islands suggest there may be a lot of 
oil and gas beneath waters that Argentina has always claimed 
as its own. Ms Fernandez’s government pledges to prevent 
their discovery and development, and has restricted the use of 
Argentine ports and waters by island shipping. Argentina 
wisely insists that it will not resort to military action (in con- 
trast to 1982, the Falklands are now well-garrisoned whereas its 
own armed forces have shrunk). Instead it is counting on re- 
gional solidarity and diplomatic pressure. This week it won 
the support of a summit of the leaders of 32 countries from Lat- 
in America and the Caribbean. 

Almost every Argentine and most Latin Americans believe 
that in geography, history and international law the islands 
they call the Malvinas belong to Argentina. Britain ousted a 
small group of Argentine settlers in 1833. British ownership is 
indeed an anomaly-but the world is full of them. If the clock 
is to be turned back to 1833, southern Argentina should be an 


independent country under indigenous leadership and the 
Brazilian state of Acre should revert to Bolivia. For Britain, up- 
holding the right of the Falklanders to self-determination is 
paramount. And that is the stronger argument. 

What the Kirchners should learn from their neighbours 

The irony in Ms Fernandez’s stance is that a big oil-strike could 
very well be taking place in Argentina, or its inshore waters, 
were her government and that of her husband and predeces- 
sor, Nestor Kirchner, not so hostile to private initiative in the 
energy industry. As a result of their policies, Argentina’s out- 
put of oil and gas has fallen in each of the past three years. That 
forms part of a pattern. Under the Kirchners some private busi- 
nesses have faced nationalisation or harassment by punitive 
regulation, while others have flourished, seemingly because 
the Kirchners see them as loyal (see pages 27-29). This formula 
is a recipe for continued decline. So is the government’s child- 
ish attempt to fiddle the country’s economic statistics. Infla- 
tion, at once symptom and cause of Argentina’s long fall from 
the first to the third world over the past century, once again 
threatens to take off, potentially ruining Argentines’ living 
standards. They have only to look around them-at Brazil, 
Chile and Uruguay-to see that responsible centre-left govern- 
ments have achieved lasting social progress by respecting the 
role of private investment and the sanctity of contracts. 

A more mature Argentine leadership would see oil explora- 
tion in the Falklands as an economic opportunity, not a politi- 
cal one. Argentina could become the main onshore base for 
the Falklands’ oil industry-if there is one. Its own offshore ex- 
ploration could benefit from the know-how that this would 
create. A friendlier Argentina could profit greatly from co-oper- 
ation with its South Atlantic neighbours. And oil could pro- 
vide the economic foundation for the Falklanders to declare 
independence-something Britain surely would not resist. ■ 



Japan's frustrating politics 

Nagasaki fallout 


Japan’s prime minister, Yukio Hatoyama, should jettison his Svengali, Ichiro Ozawa 


W HEN the Democratic 
Party of Japan (dp;) swept 
a mildewed 55-year-old regime 
from power last year, nowhere 
epitomised the sense of energy 
and enthusiasm better than 
Nagasaki in south-western Ja- 
pan. There, a bob-haired 28- 
year-old drove from office a grizzly 68-year-old, known as “the 
Bear”, who had won nine consecutive elections for the Liberal 
Democratic Party (ldp). Less than six months later, an elector- 
al defeat in the same city has shown how quickly Yukio Ha- 
toyama’s government has dimmed those hopes. He needs to 


act boldly and decisively to stop his administration sinking 
into the very swamp of financial scandal and policy paralysis 
that it was elected to drain. And that requires him to rid him- 
self of Ichiro Ozawa, the dpj’s secretary-general, electoral wiz- 
ard-and, now, its biggest handicap. 

This week’s defeat of the dpj’s candidate for governor of 
Nagasaki was an indictment of Mr Hatoyama and of Mr 
Ozawa, both of whom have been immersed in financial scan- 
dals. The setback was compounded by the loss of a mayoral 
election in a quarter of Tokyo where Mr Ozawa had stooped to 
campaign. “My lack of virtue is to blame,” Mr Ozawa said af- 
terwards, in the sort of half-baked apology that Japan has 
heard so often lately-not least from the boss of Toyota, the » 
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► fault-prone carmaker that has added to the national malaise. 

In politics grovelling is no longer enough. As Nagasaki 
shows, the Japanese have learned to exact summary justice at 
the ballot-box. If Mr Hatoyama does not make greater amends 
for his own and Mr Ozawa’s follies, the dpj could well pay for 
it in upper-house elections this July. That would leave the 
party’s two maverick coalition partners in a strong position, 
which would not only damage the dpj, but also bring further 
division and disillusionment to a deflation-sapped country 
that is crying out for good leadership. 

Were this not Japan, Mr Hatoyama might have stepped 
down by now. To plead ignorance of the ¥1501 ($167,000) a 
month with which his heiress mother had for years topped up 
his campaign funds looks, at best, clueless. Worse, it led to tax 
evasion, deliberate or not, and the indictment of a former aide. 
His record in power has not helped, and opinion polls suggest 
his popularity has collapsed. His government has squabbled 
with America over a marine base, and internally over fiscal 
stimulus and the budget. In all these fights Mr Hatoyama has 
come across as quirky rather than authoritative. At least prose- 
cutors have not pressed charges over the funding scandal. Ja- 
pan has endured four prime ministers between 2007 and 
2009; another truncated premiership is a wearying prospect. 

Mr Hatoyama’s minimum act of contrition should be en- 
suring that Mr Ozawa steps down as the dpj’s secretary-gen- 
eral. Prosecutors may have found nothing to pin on Mr Ozawa, 
but three current or former aides have been indicted for the 
misuse of political funds, and the influence he exerts over Mr 
Hatoyama and the ruling party is unhealthy. 
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Mr Ozawa may have helped win the dpj’s thumping ma- 
jority in last August’s lower-house contest. But since then, he 
has thrown his weight around over cabinet appointments, 
budgetary matters and affairs of state (he recently demanded 
to meet Barack Obama on a forthcoming visit to Washington). 
His swagger risks dividing the party, and he has become an 
electoral liability. He is probably shrewd enough to realise this; 
most opinion polls indicate he should go. But the longer he 
takes, the more disenchanted voters are likely to become. 

The Seven Samurai to the rescue? 

Mr Hatoyama will have to find salvation elsewhere in his 
party-and thankfully there is some hope of this. Some minis- 
ters are learning quickly on the job. For instance, Naoto Kan, 
the new finance minister, has called for debate on raising the 
consumption tax. That is no vote-winner, but it is vital for sort- 
ing out Japan’s precarious public finances. Other cabinet 
members distant from Mr Ozawa-some call them the “Seven 
Samurai”-appear refreshingly eager to get on with making 
policy, rather than playing politics. 

Mr Hatoyama should take a bold gamble and turn to these 
people to revive his party’s chances in July. Even if he jettisons 
Mr Ozawa, the chances are that he will rely on the man’s Sven- 
gali-like influence from behind the scenes. For the good of Ja- 
pan he should not. He needs to show that his party can co- 
alesce around principles and policies, not just power. Rarely in 
the past half-century has Japan managed that. Mr Hatoyama 
has an historic opportunity to try. If he cannot take it, he too 
should think about going. ■ 


India 

Ending the red terror 


It is time India got serious about the Maoist insurgency in its eastern states 


S INCE 2006, when Manmo- 
han Singh described the 
Maoist insurgency as the “single 
biggest internal-security chal- 
lenge” India had ever faced, it 
has spread rapidly. Maoist guer- 
rillas are now active in over a 
third of India’s 626 districts, 
with 90 seeing “consistent violence”. Last year the conflict 
claimed 998 lives. This month alone the Maoists-or Naxalites, 
as they are known-slaughtered 24 policemen in West Bengal 
and 12 villagers in Bihar (see page 46). Yet neither official con- 
cern at the highest level nor continuing horrific violence have 
prompted a concerted and coherent strategy for dealing with 
the insurgency. It is time for the government to devise one. 

Mr Singh may have overstated the security threat to the In- 
dian state; but not the damage to Indian society. The govern- 
ment has faced bloodier threats, on its borders: from separat- 
ists in Punjab in the 1980s and in Kashmir and the north-east 
still. But the Kashmir valley has only 5m people, Manipur, 
most troubled of the north-eastern states, only 2.5m; Naxalites 
are scattered among 450m of India’s poorest people, feeding 
on the grievances of tribal inhabitants of eastern and central 
India against what is all too often a cruel, neglectful and cor- 
rupt administration. This makes the Naxalites hard to treat in 


the way that India has treated its other insurrections: as mili- 
tary threats to be dealt with by force-often brutally so. 

Even recognising that, the official response to Mr Singh’s 
wake-up call from the governments of the affected Indian 
states has been dismal. None has much improved its over- 
stretched, ineffectual police force. Besides bureaucratic incom- 
petence and inertia, there are three main reasons for this inac- 
tion. First, state-level politics can play a pernicious role. The 
government in Jharkhand, for example, owed its election last 
year partly to Maoist support, and has been loth to fight them. 

Second, the central government, a coalition run by the Con- 
gress party, must share the blame. It is not enough for Mr Singh, 
guru-like, to point the way. The strong leadership required to 
mobilise resources, public opinion and state governments for 
a long and difficult campaign has been lacking. Little has been 
done to bolster the central government’s own paramilitary 
force, an important back-up to the state police. Nor has the gov- 
ernment done much to badger the states into adopting whole- 
heartedly a scheme to devolve power to local councils. Yet 
where this has been tried it has weakened the Maoists’ grip. 

Encouragingly, Palaniappan Chidambaram, India’s home 
minister, does seem ready to get to grip with the issue, giving it 
a new priority in the central government’s policies. But he has 
not enunciated a clear strategy either-perhaps for good rea- 
son. The third big obstacle to dealing with the Naxalites is that » 
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► no one is really sure how to. A minority, citing the success of 
strong-arm tactics in, for example, Punjab, wants a massive 
counter-Naxalite onslaught. This would be politically unimag- 
inable and probably futile. A bigger group argues that develop- 
ment, to salve tribal hurts, is the only solution. Yet that, in the 
most undeveloped parts of India, will take years. 

Wars without end 

The right approach is to focus on improving both policing and 
general administration. Better policing would protect poor 
people from Naxalite bandits and extortionists. Better local ad- 
ministration, providing roads, water, schools and health care, 
would give a stake in the Indian state to people who at present 


have none. It would be a huge task anywhere in India, and es- 
pecially in areas plagued by Naxalites. Yet the alternative is a 
potentially endless conflict that causes untold human suffer- 
ing, further marginalises millions of India’s poorest citizens 
and deters investment in some of its most mineral-rich areas. 

India has a remarkable ability to wage long-running low- 
intensity wars without their causing a sense of national out- 
rage or panic. Outrage and action-if not panic-are now over- 
due. Naxalism is already more than four decades old, and In- 
dia’s recent rapid economic growth, concentrated in urban, 
western and southern areas, is spawning new grievances to 
sustain it. If not tackled urgently, the insurgency could stunt 
the prospects for millions of people for a generation. ■ 


Genetically modified food 

Attack of the really quite likeable tomatoes 


i 

The success of genetically modified crops provides opportunities to win over their critics 


I N THE 14 years since the first 
genetically modified crops 
were planted commercially, 
their descendants, relatives and 
remixes have gone forth and 
multiplied like profitable, high- 
tech pondweed. A new report 
(see page 70) shows that 25 
countries now grow gm crops, with the total area under culti- 
vation now larger than Peru. Three-quarters of the farmland 
used to grow soya is now sown with a genetically modified 
variant, and the figures for cotton are not that far behind, 
thanks to its success in India. China recently gave the safety go- 
ahead to its first gm rice variety and a new gm maize that 
should make better pig feed. More and more plants are having 
their genomes sequenced: a full sequence for maize was pub- 
lished late last year, the soya genome in January. Techniques 
for altering genomes are moving ahead almost as fast as the ge- 
nomes themselves are stacking up, and new crops with more 
than one added trait are coming to market. 

Such stories of success will strike fear into some hearts, and 
not only in GM-averse Europe; a gm backlash is under way in 
India, focused on insect-resistant aubergines. Some of these 
fears are understandable, but lacking supporting evidence 
they have never been compelling. On safety, the fear which 
cuts closest to home, the record continues to look good. Gov- 
ernments need to keep testing and monitoring, but that may 
be becoming easier. More precise modifications, and better 
technologies for monitoring stray dna both within plants and 
in the environment around them, mean that it is getting easier 
to be sure that nothing untoward is going on. 

Then there is the worry that gm crops are a way for big 
companies to take over the livelihoods of small farmers and, 
in the end, a chunk of nature itself. Seen in this light the fact 
that 90% of the farmers growing gm crops are comparatively 
poor and in developing countries is sinister, not salutary; given 
Monsanto’s dominance in America’s soyabean market, it 
seems to suggest incipient world domination. It is certainly 
true that big firms make a lot of money selling gm seeds: the 
gm seed market was worth $10.5 billion in 2009, and the crops 
that grew from that seed were worth over $130 billion. But mul- 


tinationals are not the only game in town. The governments of 
China (which has increased agricultural research across the 
board), India and Brazil are also developing new gm crops. In 
2009 a gm version of an Indian cotton variety, developed in 
the public sector, came to market, and a variety engineered by 
a private Indian firm has been approved for commercialisa- 
tion. Charities, such as the Bill and Melinda Gates Foundation, 
are also funding efforts in various countries to make crops 
more hardy or nutritious, gm seeds that come from govern- 
ment research bodies, or from local firms, may not arouse 
quite so much opposition as those from large foreign compa- 
nies, especially when they provide characteristics that make 
crops better, not just easier to farm. 

Moreover, where the seeds come from is a separate ques- 
tion from who should pay for them, as Mr Gates points out. As 
with drugs and vaccines, it is possible to get products that were 
developed with profit in mind to the people who need them 
using donor money and clever pricing and licensing deals. In 
the longer term, if the seeds deliver what the farmers require, 
the need for such special measures should diminish. After all, 
the whole idea is not that poor farmers should go on being 
poor. It is that poor farmers should get a bit richer, be able to in- 
vest a bit more, and thus increase the food available to a grow- 
ing and predominantly urban population. 

More than strange fruits 

There is another worry about gm technology, though, that 
should be taken seriously. It is that its success and appeal to 
technophiles may, in the minds of those who pay for agricul- 
tural research, crowd out other approaches to improving farm- 
ing. Because it depends on intellectual property that can be 
protected, gm is ripe for private investment. There is a lot of 
other agricultural research that is less amenable to corporate 
ownership but still needs doing. From soil management to 
weather forecasts to the preservation, study and use of agricul- 
tural biodiversity, there are many ways to improve the agricul- 
tural systems on which the world’s food supply depends, and 
make them more resilient as well as more profitable. A farm is 
not a just a clever crop: it is an ecosystem managed with intelli- 
gence. gm crops have a great role to play in that development, 
but they are only a part of the whole. ■ 
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Spain’s Greek tragedy 

s i r - You are right to stress the 
urgency of labour-market 
reforms in Spain if it is to avoid 
the same fate as Greece (“So 
hard to bend”, February 13th). 
Spain’s jobs market requires a 
complete overhaul and the 
labour-bargaining process is 
indeed a good place to start. 

But Spain’s predicament can- 
not be resolved by redesigning 
its labour market alone. The 
reform process needs to be 
widened to take in other parts 
of the economy and should 
include a restructuring of 
savings banks, upgrading the 
education and training system, 
and applying the European 
Union directive for services in 
order to improve competition 
and create new firms. Spend- 
ing priorities need to change 
too, with less money going to 
non-productive enterprises 
and more on tax policies that 
encourage work, savings, 
investment and innovation. 

A bold reform of the overall 
economy is the best way for- 
ward to secure more and better 
jobs and establish the new 
growth model to which Jose 
Luis Rodriguez Zapatero, the 
prime minister, frequently 
refers. Whether or not Mr 
Zapatero is the man for the job 
remains to be seen. 

JOSE RAM6N DE ESPfNOLA 
ROBERT ROBINSON 
Department of economics 
Universidad Pontificia ComiUas 
Madrid 

sir - Spain’s jobless rate shot 
up rapidly not so much be- 
cause firms could not limit pay 
or other labour market inflexi- 
bilities but because the con- 
struction boom ended. Esti- 
mates vary, but this alone 
added at leasti.5m people to 
the total number of unem- 
ployed. But even if it intro- 
duced perfect labour-market 
reforms tomorrow, Spain 
would not be able to absorb all 
those presently unemployed. 
Its challenge therefore is to 
create jobs in non-construction 
sectors. Without such a strat- 
egy, labour-market reforms 
will only end in failure. 

Signs that such a strategy is 
being thought about and 
implemented can be found in 


the development of tourism 
away from the Mediterranean, 
the creation of biotech clusters 
around the main universities 
in Barcelona, and in the al- 
ternative energy sector, where 
companies like Iberdrola are 
world leaders in wind and 
solar power. 

FRANK DEHAAN 
Alicante, Spain 


Minding your Ps and al-Qs 

sir - Prevent, pursue, protect, 
prepare and persevere: all may 
help parry al-Qaeda, as you 
proposed (“The bombs that 
stopped the happy talk”, Janu- 
ary 30th). But you neglected a 
principal plank of al-Qaeda’s 
propaganda, spelled out in 
Arabic in the picture accompa- 
nying your article: “Neither 
America, nor any person living 
in America, will dream of 
security until we really live in 
security in Palestine.” 

Al-Oaeda may be duplici- 
tous in exploiting Muslim 
opinion about the West’s bias 
towards Israel, but the West 
would be imprudent to pass 
over the real anger that is 
provoked by unbalanced 
support for Israel. Al-Qaeda 
militants have often said their 
first steps were motivated by a 
desire to exact revenge for 
Israeli actions. So how about 
promoting a sixth p to plug the 
flow of recruits to such groups: 
peace, through fair play in the 
Middle East? That way, the 
plosives might indeed begin to 
overpower the explosives. 
HUGH POPE 
Istanbul 


Torture, or just degrading? 

sir - You described the pun- 
ishment meted out to Rhine 
Kyaw Moe in Myanmar. He 
was “half-suffocated, savagely 
beaten, half-starved and then 
fed contaminated food” for 
opposing the ruling junta 
(“Paying the price”, February 
13th). In another article in the 
same issue you reported on 
the Foreign Office’s summary 
of how Binyam Mohamed, an 
Islamic extremist, was dealt 
with while under interroga- 
tion. Mr Mohamed was 
“shackled, deprived of sleep 
and told that he would be 


‘disappeared’ unless he co- 
operated” with intelligence 
agencies (“Under duress”). Yet 
in both cases you defined the 
very different treatment of 
both these men as “torture”. 
By doing so you lost all sense 
of perspective of what the 
word means. 

SYLVIA HURST 
Tel Aviv 


This septic isle 

sir - You took “fashionable” 
thinking to task for overstating 
the case that British society is 
in a mess (“How broken is 
Britain?”, February 6th). But 
although it is true that the 
media often irresponsibly 
revels in reporting only bad 
news, and statistics point to 
Britain becoming a more posi- 
tive place, many Britons hold a 
firm belief that there is little 
notion of “respect” or “com- 
munity” any more. When 
most people talk about “bro- 
ken Britain” they mean wheth- 
er someone stands for a preg- 
nant woman on a train or fears 
being stabbed for asking kids 
to throw their litter in a bin. 
CONRAD MARAIS 
Englefield Green, Surrey 

sir - 1 disagree that the Con- 
servative Party’s idea of a tax 
break for married couples is an 
“extraordinary proposal” and 
hands “bonuses to plenty of 
well-off people”. The British 
state already promotes single 
parenthood through benefits 
and the tax-credits system. A 
measure from the Tories on 
marriage will restore some sort 
of balance. According to care, 
a Christian social-policy 
group, a married couple with 
children with only one partner 
earning (up to £33,000, or 
$51,000) can expect to pay 
almost a third more in tax than 
the oecd average. 

BEN HAINES 

Gloucester, Gloucestershire 


Summing up for the jury 

sir - Further to Judge David 
Miller’s letter (February 6th) 
on the advantages of non-jury 
trials, why should the crimi- 
nal-justice system be restricted 
to just two options? I see no 
reason why we can’t have the 


advantages Judge Miller de- 
scribed-a reasoned judgment 
rather than a bare statement of 
the verdict-without sacrific- 
ing the protection against 
injustice that the jury provides. 

Delivering a verdict is just 
one part of a jury’s involve- 
ment in a trial. The essential 
function of jurors is to act as 
witnesses to justice and to 
confirm the public’s recogni- 
tion of the mechanisms of the 
law. If the courts acknowl- 
edged this explicitly, by asking 
the jury to deliver a verdict not 
on the matter of guilt but on 
the trial itself, then the issue of 
who should decide “guilty” or 
“not guilty” would become 
much less contentious. 

Let the judge deliver the 
verdict on the case, and let the 
jury answer the question, 
“have you seen justice done?”. 

MALCOLM RAMSAY 

Lincoln, Lincolnshire 

sir - It is true that a jury does 
not provide reasons for its 
decisions, nor indicate what 
evidence those decisions were 
based on. But that could be 
changed by a new law if legis- 
lators so desired. It is also true 
that juries have sometimes 
produced curious verdicts and 
indulged in dubious behav- 
iour, but so have judges. 

THOMAS GROVES 

Ashford, Kent 


Infantile politics 

sir - Charlemagne’s account 
of the push for universal nurs- 
ery school attendance in Swe- 
den (January 30th) brings to 
mind Benjamin Disraeli’s 
observation, that “whenever is 
found what is called paternal 
government, there is found 
state education. It has been 
discovered that the best way to 
ensure implicit obedience is to 
commence tyranny in the 
nursery”. 

JONATHAN HAUGHTON 

Arlington, Massachusetts m 


Letters are welcome and should be 

addressed to the Editor at 

The Economist, 25 St James's Street, 

London SW1A1HG 

E-mail: letters@economist.com 

Fax: 020 7839 4092 

More letters are available at: 

Economist.com/letters 


Online highlights 



Debating finanrialinnovation 

Paul Volcker, a former chairman of the 
Federal Reserve, finds "very little 
evidence" that recentfinancialinnovation 
has done anything to boostthe economy. 
Is he right, or have the innovations that 
drive modern, cutting-edge finance 
helped to boost productivity and growth? 
Economist.com/debate 



Far from the learning crowd 

Distance-learning MBA programmes are a 
resounding success. American universities 
enroll hundreds of postgraduate business 
students on such programmes; in India it's 
millions. Yet they can encounter snobbery 
from students who reckon the only way is 
to study full-time 
Economist.com/businesseducation 


CHINA 


Irritable border syndrome 

China has been growing, shrinking and 
expanding again forthousands ofyears. 
Nowthatitisin an assertive mood our 
videographic looks atits territorial 
disputes with neighbours. Tensions are 
simmering with, among others, Japan, 
Taiwan and India 
Economist.com/asia 


Britain: What Gordon said next 

Read the full transcript of our interview with 
Britain's prime minister 

Economist.com/britain 


United States: The gloves come off 

Bipartisanship takes a beating as Democrats 
and Republicans spar over jobs and 
health-care reform 
Economist.com/unitedstates 


Europe: The trials of Silvio 

Silvio Berlusconi's legaltroubles rumble on. 
What effect are they having on his political 
standing? 

Economist.com/europe 


Americas: A different attitude 

The president of the Dominican Republic says 
that relations with Haiti have improved since 
the earthquake 
Economist.com/americas 


Middle East: Not much warmer 

America has appointed its first ambassador 
to Syria in five years but relations between 
the two countries remain chilly 

Economist.com/middleeast 


Africa: Ready for kick-off 

With just over 100 days untilthe World Cup 
begins. South Africa's preparations seem to 
be going well. But doubts remain 
Economist.com/africa 


Asia: Meanwhile, in Bangkok 

The Thai capital will be tense as a verdict is 
due on the fate of the vast fortune of Thaksin 
Shinawatra, a former prime minister 

Economist.com/asia 


Business and finance: Inventor or troll? 

Nathan Myhrvold wants to create a lively and 
well-funded market in intellectual property 

Economist.com/businessfinance 


Science: A green medalforVancouver? 

The Winter Olympics are supposed to be the 
most environmentally friendly ever. Just 
how green are they? 

Economist.com/srience 


Science: Balloons in orbit 

Mike Gold of Bigelow Aerospace discusses the 
company's plans for inflatable space stations 
and the commercial potential of putting men 
in space 

Economist.com/srience 


Culture: An east-west confection 

A Saudi-owned Modernist collection shows 
off the vision of Egyptian artists in the 20 th 
century 

Economist.com/culture 


Subscribers to The Economist can search back 
13 years by going to: Economist.com/activate 
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The Economist's Innovation Awards 2010 

NOMINATIONS ARE OPEN FROM MARCH 1ST UNTIL APRIL 1ST 2010 

Be part of the global conversation on who should win The Economists Innovation 
Awards in 2010. Our awards celebrate outstandingly innovative individuals in the 
following seven categories: 

• BIOSCIENCE • COMPUTING AND TELECOMMUNICATIONS 

• BUSINESS PROCESSES • CONSUMER PRODUCTS AND SERVICES 

• ENERGY ANDTHE ENVIRONMENT • "NO BOUNDARIES": technology-based 

• SOCIAL AND ECONOMIC INNOVATION products or services that don't fit neatly into 

any of the above categories 

To nominate, visit the home of innovation: www.economistinnovation.com 




Executive Focus 


IISS 


THE INTERNATIONAL INSTITUTE FOR STRATEGIC STUDIES 


Executive Director, IISS-Asia 


The International Institute for Strategic Studies (IISS), the world's 
leading international authority on global security issues, wishes 
to appoint a new resident Executive Director for its Asia office. 
The post is located in Singapore and the holder will work closely 
with the London-based Director-General of the IISS and the 
Executive Directors of the IISS regional offices in Bahrain and 
Washington DC. First and foremost, the successful candidate will 
develop further the activities of this increasingly busy regional 
office, and will be involved in major fundraising efforts. The 
appointee will work with the Manager of IISS-Asia to recruit 
additional IISS corporate members, sponsors and patrons within 
the Asia-Pacific, while also expanding the network of individual 
members and supporters in the region. The Executive Director 
will collaborate with the IISS Director of Studies to develop and 
fund the IISS-Asia research programme, which is closely linked 
to overall IISS research and publication priorities. 

The successful candidate will play a role in supporting The 
Shangri-La Dialogue, the highly successful annual summit 
meeting for defence ministers and military chiefs which the IISS 
has organised in Singapore each year since 2002. In addition, 
the appointee will brief corporate members on security and 
political matters of regional significance, and will write for IISS 
publications. 


The Executive Director will possess first-class writing 
and presentational capacities in English, expert professional 
knowledge of international relations and security affairs 
deriving from high-level academic, government or business 
experience, an entrepreneurial approach to management, and a 
record of successful fundraising. The successful candidate will 
be able to operate effectively and sensitively in diverse Asian 
political and cultural environments, and will be expected to 
travel widely throughout the Asia-Pacific region, to London, and 
to IISS events worldwide. 

The salary and benefits will be set at a level to attract the best 
candidate internationally and will be determined on the basis of 
background and experience. The IISS expects to appoint to this 
post by July 2010. 


Candidates should send a letter outlining the skills they would 
bring to IISS-Asia, enclosing a CV and list of references, citing 
IISS-Asia Executive Director Application in the subject 
line by e-mail to Lorna Williams, Human Resources Manager, 
The International Institute for Strategic Studies: hr@iiss.org 

Deadline for receipt of applications is 31 March 2010 . 



IRECTOR OF 
CONOMIC REGULATION 


ajlajJI g rOjJaiJJI v.i'i'Sn 
Regulation & Supervision Bureau 




Excellent six-figure salary, tax free + highly attractive expatriate benefits 

The Regulation and Supervision Bureau is the independent regulatory body for the water, wastewater and electricity sector of the Emirate of Abu Dhabi. The Bureau 
has exclusive authority to regulate all companies undertaking activities associated with electricity and water production, transmission, distribution and supply. In 
addition, it also regulates the wastewater sector which is responsible for ensuring the safe collection, treatment and disposal of wastewater products for the Emirate. 


The Bureau seeks to appoint a Director of Economic Regulation to join the 
senior management team, with overall responsibility to ensure the Bureau's 
statutory duties regarding economic regulation of the sector are fulfilled, and 
that licensed companies comply with their licence obligations with respect to 
economic matters. 

This is a key senior level appointment and you will combine strong 
communication and commercial skills with high level technical ability and 
will have experience in a management field. The successful candidate will 
possess a strong honours degree in Economics or a related discipline ideally 
with a post-graduate qualification. You will also have experience in the 
following areas: 


• Tariff design principles and practice within the utility sectors 

• Financial incentives for renewable energy/feed-in tariffs 

• Innovative tariff structures for large customers 

• Design of incentive schemes to improve sector performance 

• Mechanisms to Incentivise efficient use of water and electricity and 
demand side management 

• Operating expenditure and capital expenditure efficiency reviews 

• UK regulatory framework for utilities 

To find out more about this opportunity, please email a full CV with covering 
letter: breigemacmanus@ae.michaelpage.com quoting reference MPFI5152. 
Application deadline is Wednesday 17th March 2010. 


• Best practice techniques in setting price controls for network companies 


Specialists in Global Recruitment 

1 42 offices in 28 countries | www.michaelpage.ae 


All enquiries will be handled with the strictest confidence. Michael Page International is a 
specialist in Executive Search recruitment registered in the DIFC. 


Michael Page 

INTERNATIONAL 
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Decent work 

A better world starts here 



International Labour Office 


The International Labour Office is the U.N. specialized agency that works with governments, employers and workers to advance 
opportunities for women and men to obtain decent and productive work in conditions of freedom, equity, security and human dignity. 


Our values of integrity and respect for diversity guide everything that we do as individuals, as teams, and as an organization. 

If you would like to work within an internationally diverse, globally challenging, highly principled environment, and you are a 
collaborative and organized person, with excellent analytical and communication skills, a proven track record of high performance, 
and a hunger to learn and develop, then the ILO may well be the right place for you. 


The ILO is currently filling positions in the following areas/fields: 


Technical Fields 


Internal Management & Administration 


International Labour Standards 
Employment 

Skills, Knowledge and Employability 
Economic Policy and Labour Market 
Research Economist; Macro-economist 
Economic Recovery 
Enterprise Development 
Social Security 

Occupational Safety and Health 

Migration 

Social Dialogue 

Labour Administration/Labour Inspection 
Agriculture 


Administration 

Management 

Programming 

Finance 

Human Resources 
Performance Management 
Legal 

Translation/Revision/Editing 

IT 

Communication 


For further information on our vacancies including details of terms and conditions and how to apply, please visit www.ilo.org/hrd. 
The closing date for applications is 3 March 2010. 


Formed in 1986 and comprising 
24 European member states, 
EUMETSAT's role is to 
establish, operate and exploit 
European meteorological 
satellite systems. Data from 
these systems are essential for 
precise and accurate weather 
forecasting; they also assist 
global earth observation and 
climatological programmes and 
directly benefit national 
economies by enabling marine, 
agricultural, aviation and other 
industries to plan and act more 
effectively. 

Currently the systems include 
two generations of 
geostationary Meteosat 
satellites whose global overview 
is now complemented by the 
detailed observations provided 
by polar orbiting MetOp 
satellites and Jason-2. 




EUMETSAT is looking for highly skilled professionals to fill the following key positions: 


Head of Finance 


Reporting directly to the Director of the Administration Department, your role will be to manage the Finance Division and be 
responsible for overall financial management at EUMETSAT. To be successful, you should have a university degree or 
equivalent, together with a professional qualification in finance and evidence of continuous professional development 
activities. You will have a minimum of 10 years’ relevant experience in financial management of major programmes as well as 
considerable experience in budgeting. Familiarity with ERP-based financial systems (preferably SAP), as well as knowledge 
and experience of internationally recognized accounting standards (preferably IPSAS), are also required. You must have 
experience of successful management of teams as well as managing and leading change. Excellent communication, 
negotiation and presentation skills are essential. (REF: VN-10/03) 

Deputy Financial Controller 


In the Financial Control Division, which reports to EUMETSAT's governing Council, you will, supporting the Financial 
Controller, fulfil the critical role of independent control of compliance and value for money (ex-ante approvals) as well as 
manage internal financial audits. To be successful, you should have a university degree in management, finance, accounting 
or law as well as proven experience in control, finance or audit in an international and preferably intergovernmental and 
space environment. As EUMETSAT uses an SAP based financial system, knowledge of SAP will be highly desirable. 
Knowledge of the IPSAS or IFRS standards is also an asset. Ability to work as part of a small but dedicated team in an 
independent way and to withstand pressure is essential. (REF: VN-10/04) 

Based in Darmstadt, Germany, the posts are offered on an initial four-year contract. We offer an attractive 
remuneration package including a highly competitive salary, private social security and health coverage, generous 
allowances, as well as financial support and practical assistance in relocating your family (where applicable). 
EUMETSAT is committed to providing an equal opportunities work environment for men and women. Please note 
that only applications from nationals of one of the EUMETSAT Member States can be considered. 

Further information on the positions, salary and benefits, and how to apply can be found on the EUMETSAT web site: 
www.eumetsat.int 


Member states: Austria, Belgium, Croatia, Denmark, Germany, Hungary, Finland, France, 
Greece, Ireland, Italy, Latvia, Luxembourg, The Netherlands, Norway, Poland, Portugal, 
Slovakia, Slovenia, Spain, Sweden, Switzerland, Turkey and the United Kingdom 


# EUMETSAT 
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liegrsfer 


Chairman 

A unique role heading a major international 
business and charity 

Competitive Package 

Lloyd’s Register Group is one of the world's largest risk, safety and testing companies. It serves shipping, 
energy, transport, chemicals and power sectors to enhance safety at sea, on land and in the air. It protects 
the environment and advances engineering education. The Group is both a business and a charity: its 
profits are re-invested or donated to charity. Revenue is over £800m. 


The Role: 

• Non-Executive Chairman of a substantial, complex, 
international company which has a unique ownership 
and charitable status. 

• Chair the Board of Trustees and lead the General 
Committee of 100 Members. 

• Ensure that the CEO effectively manages the Group in 
line with the strategy set by the Trustees. 


The Candidate: 

• Senior executive experience in a major international 
organisation. Ideally he or she will be familiar with one of 
Lloyd's Register's key sectors. 

• The stature, personality and experience to chair a large, 
multinational commercial company. 

• Sensitivity to Lloyd's Register's ownership structure and 
its mix of commercial and charitable objectives. 


A briefing document is available at www.odgers.com/30138 

Please apply by email to 30138@odgersberndtson.co.uk or by post, quoting reference RBR/30138E. 


1 1 Hanover Square, London W1S 1JJ 
+44 (0)20 7529 1111 
www.odgersberndtson.co.uk 


QDGERS BERNDTSON 

Executive Search 
51 offices in 24 countries 



INCOMPARABLE CAREERS 


"Global current affairs have always fascinated me. In my current stint as a Reports 
Officer working in London, I've been given the chance to develop an in-depth 
understanding of my region - using the intelligence collected by the Case Officers on 
the ground from a host of different sources. Piecing together an intelligence picture 
of weapons proliferation in the area and presenting it in Whitehall - often at a high 
level - is both challenging and rewarding." SAAD - OPERATIONAL OFFICER 

www.mi6officers.co.uk 


AN ENVOY’S STATEMENT 


FACTS TO GOVERNMENT? 


you must be a British citizen to apply. Please do not discuss your application with anyone 
We also regularly recruit for Language Specialists’. Administrators and Technology professionals. 

t . 
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COMMONWEALTH 

SECRETARIAT 


Make a difference to millions 


We promote democracy, advance development and celebrate diversity. 
We are the Commonwealth - an association of 54 member countries 
around the globe who share the common values of peace, security 
and sustainable development. 

Our Political Affairs Division is the lead division in the Secretariat's 
high-profile programme for the promotion of democracy and good 
governance in the Commonwealth. The Division's work ranges from 
monitoring and analysing political developments in member countries, 
to supporting the Secretary-General's Good Offices for peace, the 
organisation of election observer missions, and the provision of 
technical assistance to build and strengthen democratic institutions in 
those countries. 

Political Affairs Adviser 
(Caribbean/Pacific) 

You will monitor political developments in Commonwealth countries 
within the Caribbean and Pacific regions and provide advice and 
recommendations; write briefs and background papers for senior staff; 
and research, co-ordinate and edit briefing material for the Secretary- 
General. With a post-graduate qualification in political science, 
international relations or similar, you must have directly relevant 
working experience in international affairs. 


Our Special Advisory Services Division provides advice and 
technical assistance to member governments in a number of areas 
including trade & enterprise development, debt management and the 
facilitation of investment. Its Economic and Legal Section works either 
independently or within a multi-discipline team, to provide legal and 
policy advice to Commonwealth governments and regional 
organisations and deliver projects at national or regional level. 

Debt Management Adviser 

Working closely with our own Debt Management Section, you will 
manage and implement a portfolio of projects designed to strengthen 
public debt management capacity in Commonwealth countries, 
helping them to formulate sound policies and strategies, build local 
technical capacity and put in place sound legal and institutional 
frameworks. With a post graduate qualification in economics, finance 
or similar, you should have sound debt management experience within 
a government or international institution. 


For any of these posts, which are based in London SW1, you must be 
able to operate effectively in our multi-cultural setting and be a 
national of a Commonwealth country. 

For further information including closing and interview dates, please 
visit www.thecommonwealth.org 


www.thecommonwealth.org 


Council of Europe 

Europeans 47 membe r States 

The Council of Europe, based in Strasbourg, France, is a political 
organisation founded In 1949 to promote greater unity among its 47 
member States. 

Competitive examination open to nationals of 
member States of the Council of Europe 

Director of 

Information Technology 

Vacancy Notice No: 15/2010 

The role. Ensuring that the Council's information system is fully 
compatible with the organisation's general strategy, you will oversee the 
design and implementation of IT systems; manage document and 
archiving processes; and ensure the security of computer and 
telecommunications systems. 

The candidate. An appropriate degree-level qualification is essential, 
combined with substantial experience of managing an IT function, 
ideally in an international environment. 

To apply. Applications must be made in English or French using the 
Council of Europe on-line application system www.coe-recruitment.com 

Closing date for receipt of applications: 30 March 2010 
(midnight Central European time) 

Under its equal opportunity policy, the Council of 
Europe is aiming to achieve parity in the number of 
women and men employed in each category and 
grade. The Council of Europe welcomes applications 
from all suitably qualified candidates, irrespective of 
gender, disability, marital or parental status, racial, 
ethnic or social origin, colour, religion, belief or 
sexual orientation. 


DILIGENCE 

GLOBAL BUSINESS INTELLIGENCE 


BUSINESS INTELLIGENCE DIRECTOR, GENEVA 

Diligence is looking for an experienced business intelligence consultant 
to be based in Geneva. If you thrive in a dynamic environment and have 
the personal qualities necessary to be integral to the growth of a leading 
business intelligence consultancy, we encourage you to apply. To learn 
more about Diligence please visit www.diligence.com. 

As a Director you will manage a team conducting commercial intelligence 
operations. This involves collecting unique information and providing 
analysis and advice to clients with challenges in emerging markets. 

PROFILE 

The successful candidate will likely have a combination of experience in 
the public sector in an intelligence agency, law-enforcement or related 
military operation and have worked in a top-tier commercial consultancy 
or similar industry. Most importantly you will share our interest and passion 
for dealing with commercial issues in emerging or otherwise challenging 
markets. Personal characteristics are key to success with Diligence and 
only candidates with creativity, resilience and who have shown themselves 
to be a team-player should apply. 

CV and cover letter in English is to be submitted to: 
edowling@diligence.com. 

Only candidates selected for interview will be contacted. 
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BE 
IDB 

Are you looking for challenging work? Do you want 
to contribute to Latin America and the Caribbean? 

You can make a difference at the Inter-American 
Development Bank. We are searching for 
outstanding individuals to fill these positions: 

Specialists in Citizen Security 

These individuals with a minimum of 8 years 
of relevant experience and an advanced degree 
will be responsible for supporting the design, 
execution and evaluation of specific citizen 
security operations. 

Health Services Coordinator 

This individual with an advanced degree and a 
minimum of 10 years of relevant experience will 
be responsible for the successful management of 
the Bank’s health services for IDB staff. 




For full job descriptions, responsibilities and 
requirements please go to www.iadb.org/careers 

The IDB offers a competitive compensation and benefits 
package and a diverse and inclusive work environment. 




★ * 



EUROPEAN UNION ENERGY INITIATIVE 

fMpevertywt^lMMdwtiali^devtleiMMM 


Partnership 
Dialogue Facility 


Project Manager (m/f) 

Brussels 


A key advisory role on energy and development issues, advising 
governments and supervising studies. The post also involves 
liaison with relevant EU institutions. 

The EUEI Partnership Dialogue Facility (EUEI PDF) is funded by a 
number of EU Member States and the European Commission to help 
formulate policies and strategies for energy access with a focus on Africa. 
We conduct studies on key issues of energy access and security and 
organise dialogue events. The EUEI PDF also supports the Africa-EU 
Energy Partnership, with expert advice and in political dialogue. 

This is an opportunity to join a lively multidisciplinary and international 
team, assisting EU Member States and the European Commission to 
coordinate European development policy, liaising, networking and 
sharing information in the fast-changing field of energy. 

You will require good communication and negotiation skills, experience 
and understanding of development issues in energy in Africa and else- 
where. Politically and culturally sensitive, you are able to think on your 
feet and make sound judgements on project viability. 


The successful candidate will be hired by Deutsche Gesellschaft fur 
Technische Zusammenarbeit (GTZ) GmbH, Germany. 

Please visit www.gtz.de/jobs or contact Ms. Astrid Wollermann at 
tel. +49 6196 79-6185 for further details. We look forward to receiving 
your online application! 


The World Health Organization (WHO) 

seeks a 


Director, Emergency Response 
and Recovery Operations 
(vacancy notice no. HQ/10/HQ/FT70) 


The role of the Director, based at WHO's Geneva headquarters, 
is to provide leadership, guidance and assurance of technical 
excellence to the department of Emergency Response and Recovery 
Operations (RRO). He/she leads WHO's HQ-wide programme and 
operational support to country emergency response and recovery 
operations and supports WHO Regional and Country offices to 
fulfil their missions in this area. The Director operates in a complex 
environment and manages technically demanding areas of work, 
meanwhile carrying a high profile within WHO and beyond. 

Key functions of the position include 

(1) strategic and technical direction, (2) collaboration with Health 
Cluster partners for emergency countries, (3) ensuring WHO's 
cluster leadership, (4) coordination of emergency assessment 
missions, and (5) resource management 
Salary: an attractive salary package including international 
allowances, social security and statutory entitlement is offered. 


Please apply on-line to the above vacancy. 

For more details kindly click the following link: 

http://www.who.int/employment/vacancies 


Closing date for application: 11 March 2010 



World Health 
Organization 



ANNOUNCEMENT OF RESEARCH PROJECTS IN 
ECONOMICS AT THE BANCO DE ESPANA (2010-2011) 


Selection of up to six research projects in the field of applied economics, 
preferably addressing macroeconomics, monetary policy, international 
economics, econometrics, banking, finance or the labour market. 

The research work shall be conducted in the Research, International Affairs 
and Financial Stability Departments on the premises of the Banco de 
Espana in Madrid. Projects should be completed within a maximum period 
of twelve months. The provision of services to the Bank shall not commence 
prior to 1 September 2010. 

Requirements: Candidates must hold a Doctorate, Ph. D. or equivalent 
degree, have proven research experience in subjects related to one or 
more of the areas indicated above and have a full command of spoken 
and written English. 

Deadline: before 1 p.m. on 5 April 2010 


Contact: 


Internet: 

Telephone: 

E-mail: 

Ordinary mail: 


www.bde.es (Job opportunities) 

(0034) 91 338 6834 (Monday to Friday from 9 a m. to 2 p.m.) 

rho.seleccion@bde.es 

Apartado de Correos, 15 - 28080 Madrid 
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JK.IFAD 

Enabling poor rural people to overcome poverty 

Director, Human Resources 

IFAD is an international financial institution and a specialized 
United Nations agency dedicated to eradicating poverty and 
hunger in rural areas in developing countries. It does so by 
financing programmes and projects that increase agricultural 
productivity and raise rural incomes, and by advocating at 
the local, national and international levels for policies that 
enable poor mral people to overcome poverty. 

We are looking for a Director, Human Resources (grade 
D1/D2). As part of the Office of the Vice President of the 
Fund, and working in consultation with Senior Management, 
the successful candidate will manage and supervise a team 
of staff to ensure effective HR business partnerships in the 
achievement of IFAD's mission of pro-poor community-led 
rural development and poverty reduction. 

For detailed information, visit our website 
www.ifad.org/job 

Please send your application to vacancy@ifad.org 
by 22 March 2010 


ill INTERNAL AUDITING UNIT 

WCGIAR 


Director of Internal Audit 

The centers supported by the Consultative Group on International Agricultural 
Research are looking for a dynamic and mission-oriented individual to lead our 
shared Internal Auditing Unit (IAU). The centers undertake high-quality science 
with our partners aimed at benefiting the poor through improved food security, 
better human nutrition and health, higher incomes and improved management 
of natural resources. The IAU provides independent assurance and strategic 
advice designed to add value and improve the centers' operations. The Director 
will ensure that IAU business objectives are met, resources are employed 
efficiently and effectively, and that audit work conforms to international 
professional standards. The Director will oversee a team of highly qualified 
and competent professionals, strategically located to serve the Centers while 
reporting functionally to the individual Centre boards and administratively to the 
Sponsors committee and the host centre. 

The successful candidate will have a relevant professional degree and fifteen years 
experience including significant international exposure. S/he will be an excellent 
communicator and willing to travel extensively. Applications are welcomed from 
suitably qualified and experienced women and men from a range of backgrounds 
and experience. 

The Director's duty station is currently at the International Rice Research Institute 
(IRRI) in Los Banos, Philippines with a fully monetized compensation package 
in USD determined on the basis of the qualifications and experience of the 
successful applicant. The remuneration is tax exempt in the Philippines and in a 
number of other countries. Consideration may be given to other Center locations 
from which the successful candidate could effectively and efficiently operate. 

Applicants for the position should submit a resume and a statement of 
application by email to IRRIRecruitment@caiar.ora no later than March 3 1 , 201 0. 
Only shortlisted applicants will be contacted. The full position description may be 
found at www.irri.org/iohs 


Congressional Research Service 
EXECUTIVE LEADERSHIP POSITION 

Deputy Director and Senior Specialist 


Senior Level, $165,300 

The Congressional Research Service seeks a senior level executive with experience in 
overseeing an organization-wide research program to serve as its Deputy Director. 

For nearly a century, the Congressional Research Service (CRS) has provided confidential, 
authoritative and nonpartisan analyses to Congress to support its legislative 
deliberations and oversight activities. CRS is located on Capitol Hill, within the Library 
of Congress, allowing direct access to committees and Members of both the House 
and Senate. CRS staff work in a collegial, campus-like environment that fosters and 
encourages collaboration across issues and disciplines. 

If you are an experienced leader with broad knowledge of U.S. public policy issues 
and a proven track record of efficiently managing organization-wide resources, people 
and activities while demonstrating good judgment and a strong commitment to 
confidentiality, we encourage you to apply. 

If you are selected for this challenging role, you will serve as the principal advisor to the 
CRS Director with an emphasis on overseeing the research planning and management 
activities of the Service and ensuring that CRS meets Congress' needs for research and 
analysis. As the CRS Deputy Director, you will sen/e as a principal CRS representative to 
Members, committees and officers of the United States Congress. 

This position is at the Senior Level ($165,300) and candidates must submit an online 
application by March 22, 2010. For more information on this position and application 
requirements, please visit: http://www.loc.gov/crsinfo 



Congressional 

Research 

Service 


legislative branch agency of 

LIBRARY OF 
CONGRESS 

CRS is the public policy research arm of the U.S. Congress 
and is fully committed to workforce diversity. 


*9 The Asia Foundation 

The Asia Foundation is a San Francisco-based non-profit, non-governmental organization 
committed to the development of a peaceful, prosperous, just, and open Asia Pacific region. 
Operating through a network of 19 resident offices in Asia with more than 600 national and 
expatriate, the Foundation supports programs that help improve governance, law and civil 
society; women’s empowerment; economic reform and development; and international 
relations. 

The Foundation has experienced rapid and diversified growth in recent years through grants 
and cooperative agreements with official development assistance agencies in the U.S., Europe, 
Australia, Canada, and Asia; international financial institutions including the World Bank and 
Asian Development Bank; an annual appropriation from the U.S. Congress; and contributions 
from corporations, foundations and individuals. Its annual budget is approximately $130 
million per year. 

The Asia Foundation seeks a President and CEO who, working closely with a distinguished 
and active Board of Trustees, will ensure the Foundation’s continued success in implementing 
innovative programs, diversifying its funding base, disseminating program results to policy 
makers and development practitioners, and enhancing the Foundation’s reputation for 
intellectual leadership and program excellence. 

The President and CEO will 

• Provide strategic leadership and foster an environment of creativity and innovation; 

• Engage trustees and staff in an ongoing process to review the Foundation’s program 
priorities and strengthen its organizational structure; 

• Galvanize the potential of a decentralized organization with its highly capable staff by 
encouraging program leadership and providing appropriate support functions throughout 
the organization; 

• Ensure the effective communication of TAF’s programs and accomplishments to 
its multiple stakeholders and constituencies, including the U.S. Congress, U.S. and 
international development assistance donors, development practitioners, policy makers, 
and other international leaders; 

• Advance a fundraising strategy that facilitates sustainable growth through an appropriate 
balance of funding from the U.S. Government, foreign governments, development 
organizations, corporations, foundations, and individuals; 

• Travel frequently to interact with the Foundation’s field staff and cultivate personal 
relationships with donors, program partners, and Asian leaders. 

For more information on our organization, please visit www.asiafound.org. To apply, please 
send your CV to TAF@russellreynolds.com 
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WVnfk Wissenschaftszentrum Berlin 
W 4 fur Sozialforschung |j|| 

www.wzb.eu 

The Wissenschaftszentmm Berlin fur Sozialforschung (Social Science Research 
Centre Berlin - WZB), a member of the Leibniz Association, is a publicly funded 
institute for problem-oriented, basic social science research. Its work is cha- 
racterised by long-term projects, theory-driven empirical research, multi-disci- 
plinary cooperation, international comparison, and transnational perspectives. 

In the Research Area “Markets and Politics”, the position of 

Head of Unit/ Director 

of a new research unit (Forschungsabteilung) on Economics is to be filled. 

The research focus of the new unit is on fundamental issues in the field of either 
Political Economics, Public Economics or Law and Economics, with a strong 
relevance for economic and social policy. Orientated towards theory-based 
empirical and/or experimental analyses, the research unit should be open for 
cooperation with other units within the cross-disciplinary research environment 
of the WZB. 

Applicants for the directorship are expected to show a strong interest in deve- 
loping a long-term research programme, and in building and leading a research 
team. Academic excellence should be demonstrated not least by an outstan- 
ding international publication record. 

This leading position will be coupled with an S professorship (W3 salary) at 
one of the three Berlin universities with which the WZB cooperates. Thus, the 
prerequisites for an appointment to a university professorship (in accordance 
with Section 1 00 of the Berlin University Act) must be met. 

Preference will be given to disabled candidates with equal qualifications. The 
WZB expressly invites women to apply. 

Further information concerning the institutional conditions for the position ad- 
vertised will be provided on request. Applications enclosing the customary do- 
cuments should be sent to the following address by 15 April, 2010: 

President of the Wissenschaftszentrum Berlin fur Sozialforschung 
Prof. Jutta Allmendinger, Ph.D. 

Reichpietschufer 50, D-10785 Berlin, Germany 


MEMBER 


International Financial Reporting Interpretations Committee 



The Trustees of the International Accounting Standards Committee 
(IASC) Foundation invite applications from suitable candidates to fill up 
to four vacancies on the International Financial Reporting 
Interpretations Committee (IFRIC). 

The IFRIC is the interpretative body of the International Accounting 
Standards Board (IASB) and, with the new appointments, will consist of 
fourteen voting members under the non-voting chairmanship of IASB 
member Robert Garnett. The role of the IFRIC is to interpret the 
application of International Financial Reporting Standards (IFRSs) 
to ensure consistent accounting practices throughout the world and to 
provide timely guidance on financial reporting issues not specifically 
addressed in IFRSs, within the context of the IASB’s Framework. 

In making these appointments, the Trustees will place special 
emphasis on a candidate’s ability to identify and address issues 
concerning the practical application of IFRSs. 

The Trustees will appoint up to four members to the IFRIC to serve for 
a term that will expire on 30 June 2013. The Trustees have indicated that 
they will give consideration to three IFRIC members who remain eligible 
and are available for reappointment. Newly appointed members would 
be eligible for reappointment. Members are expected to attend about six 
two-day meetings each year held in London. Membership is unpaid, but 
the IASC Foundation meets members’ expenses of travel on IFRIC business. 

Please indicate interest by sending a cover letter and 
curriculum vitae by 12 March 2010 to Tamara Feldman, 

Assistant Corporate Secretary, IASC Foundation, 

30 C ann on Street, London EC4M 6XH, United Kingdom, 
email: tfeldman@iasb.org 




The Global Donor Platform for Rural Development is a network of 
33 bilateral and multilateral donors and international financing institu- 
tions that share a common vision of the role that agriculture and rural 
development plays in reducing global poverty. They are committed to 
achieving increased and more effective aid for agriculture and rural 
development through evidence-based advocacy and knowledge 
Global Donor Platform sharing. The Platform Secretariat is hosted by BMZ, staff and financial 
for Rural Development services administered by the German Technical Cooperation (GTZ). 

Opportunity with the Global Donor Platform for Rural Development 

TASK LEADER - AGRICULTURE AND 
RURAL DEVELOPMENT POLICY 

The Task Leader Agricultural and Rural Policy provides policy and strategic support 
to the Board, Steering Committee, member organisations and partners in the area of 
agricultural and rural development. Responsibilities include: 

Policy advice 

• Organise Platform Knowledge Pieces, policy briefs and advocacy notes. 

• Provide thematic input on ARD policy. 

• Support the organisation of Platform events. 

• Facilitate joint analytical work. 

Quality assurance of documents 

• Review the output of consultants and lead institutions. 

• Provide backstopping services and technical expertise 

• Review terms of reference for consultants. 


Minimum Qualifications: 

• University degree in agricultural economics, rural development or related discipline. 

• At least seven years relevant experience in rural development, including positions of 
responsibility with international financing institutions or bilateral donors in the field. 

• Sound understanding of the basic principles of development economics and their 
relevance to agricultural policy and development. 

• Excellent written and spoken English. Competency in French and/or Spanish is an asset. 


How to apply: 

Please submit your application including a letter of motivation and CV online 

at www.gtz.de/en/karriere/stellenmarkt/24996.asp by 14 March 2010. 
Complete ToR available online, Job ID 3758. We are an equal opportunity 
employer. The successful candidate will be contracted by GTZ. 

••••> www.donorplatform.org and www.gtz.de 



0CGAP 

Chief Executive Officer 

Washington, DC 

The Consultative Group to Assist the Poor (CGAP) is looking for a talented 
executive to lead the organization as its next Chief Executive Officer. 

Housed at the World Bank, CGAP is an independent policy and research 
center dedicated to advancing financial access for the world's poor. It 
is supported by over 30 development agencies and private foundations 
who share a common mission to alleviate poverty. CGAP provides market 
intelligence; promotes standards, develops innovative solutions; and 
offers advisory sen/ices to governments, microfinance providers, donors, 
and investors. 

Currently in its 14th year of operation, CGAP is recognized as a powerful 
and pivotal force in the field of microfinance with a strong reputation for 
thought leadership; high quality publications; and for its ability to attract 
and retain talented, passionate, entrepreneurial staff. 

The Chief Executive Officer (CEO) of CGAP will be directly responsible 
for providing strategic direction and leadership to the CGAP Team and to 
CGAP stakeholders. This is an exciting opportunity for the right candidate 
to play a leading role in the microfinance industry at a critical juncture 
in its development. Enormous energy, a world-class intellect, and a 
passionate commitment to improving the lives of poor people are all 
requirements for this position. 

The review of applications is currently under way. For a detailed position 
description as well as more information on CGAP and its work, please visit 
www.cgap.org. To submit a nomination or letter of interest, please send 
correspondence to: cgap@spencerstuart.com 
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United Nations Development Programme 


UNDP is the UN's development network, bringing 
the global community together to help countries 
with their own solutions to achieve growth, equity 

and sustainability. 
As a long-time 
trusted partner 
of governments 
and civil society groups, it provides sen/ices for 166 
countries, including the very poorest. We currently 
have more than 1 50 job opportunities, in locations 
across every region of the world. 


Management for 
Development 



One of those opportunities is: Manager, Regional 
Monitoring Team: The Manager is responsible for 
monitoring the financial management performance 
of Country Offices within the Asia and the Pacific, 
the Arab States and, Europe and the Commonwealth 
of Independent States Regions, providing support, 
oversight and control, to increase performance. The 
ideal candidate will be a qualified accountant, with 
experience of financial management at global and 
regional levels. 


To learn more and apply 
please visit us at : 

http://jobs.undp.org/cj_viewJob. 

cfm?job_id=14610 


Head of International Strategy 

c.£52,ooo + excellent benefits 


The Victoria and Albert (V&A) Museum is the world's leading 
museum of art and design. We enrich people's lives by 
promoting the practice of design and increasing knowledge, 
understanding and enjoyment of the designed world. 

The role of Head of International Strategy presents an exciting 
opportunity to co-ordinate, develop and promote the V&A’s 
work outside the UK, with the aim of strengthening the 
international dimension of the museum's successful brand and 
contributing to Britain’s international cultural diplomacy. 


You must bring a clear understanding and have practical 
experience of current issues affecting the museum and arts 
sector, as well as having an established network of connections 
within the museum field or the potential to acquire one. 
You will also have strong communication skills and broad 
management experience. 



For more information and to apply 
online, please visit the V&A’s website. 

CVs will not be accepted 
Closing date: 27 March 2010 

www.vam.ac.uk/jobs 


INVESTORS 
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ALN Supporting Clients Across Africa 


About us: 

ALN (formerly Africa Legal Network) is an organisation currently comprising ten leading law firms 
in sub-Saharan Africa. ALN firms work collaboratively, leveraging on the expertise of the member 
firms for seamless delivery of legal advisory and transactional services, especially those of a complex 
and multi-jurisdictional nature. ALN is the only organisation of its kind in sub-Saharan Africa and 
represents a significant milestone in the provision of cross-border legal services in Africa. 

More information on ALN can be found at: www.africalegalnetwork.com 

ALN is currently seeking to recruit a Chief Executive Officer and lawyers for its member firms. 

Chief Executive Officer 

This new role will be pivotal in developing and managing ALN's service offering across Africa 
and carries a wide portfolio of responsibilities encompassing governance, finance, membership 
relations, business and professional development. 

The CEO will be based in a location to be agreed with the candidate, but the role will require significant 
travel within and outside Africa. The CEO will work closely with the Chairman, Chief Financial Officer 
and Chief Information & Communications Officer and will report to the ALN Board of Directors. 

The CEO's responsibilities will include: 

• Developing and articulating the organisation's policies and strategies 

• Implementing the strategic goals and objectives of the organisation 

• Establishing and maintaining effective external relationships 

• Giving direction and leadership toward the achievement of the organisation's mission 

About the candidate: 

The ideal candidate for this position should: 

• demonstrate experience in management, preferably in a professional services organisation 

• have strong commercial flair with demonstrable ability to develop new business 

• demonstrate leadership and team management skills in a multi-cultural environment 

• have working knowledge of a second language other than English specifically French, 

Portuguese or Arabic 

• show ability to initiate and manage change and innovation 

• hold a degree from a recognised institution in a relevant discipline 

• have a strong working knowledge of the African continent (in particular, sub-Saharan Africa) 

This position attracts a competitive salary commensurate with experience. 

Lawyers required 

ALN firms are looking for lawyers to join their corporate, banking, litigation & arbitration and real 
estate practices. These positions are suited for lawyers with qualification and experience in the UK, 
USA, Canada or France who wish to repatriate to Africa. 

The ideal candidates should be adaptable lawyers of good standing with between two (2) to seven (7) 
years post qualification experience in the relevant area(s) of practice with demonstrable ability to estab- 
lish and maintain client relationships. Experience in Africa-related matters would be of added benefit. 

Closing date for applications: 2 nd April 2010 

Please send your application enclosing your curriculum vitae clearly stating the 
position applied for to Pamela Nabwire at: pwn@africalegalnetwork.com 

Botswana|Burundi|Ethiopia|Kenya|Mauritius|Mozambique|Mauritius|Rwanda|Tanzania|Uganda|Zambia ALN 




DANIDA SEEKS ADVISER 

Three Senior Advisers (Ni), Mali 

The Danish Ministry of Foreign Affairs, Danida seeks three 
Senior Advisers for the Water and Sanitation Programme in 
Mali. 

www.danidajob.dk 

Visit www.danidajob.dk for full job descriptions and infor- 
mation about the work life and role as Danida adviser. The 
consulting firm Mercuri Urval participates in the selection 
process. 




Ministry of Foreign Affairs of Denmark 

Danida 
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Briefina Araentina under the Kirchners 



Socialism for foes, capitalism 
for friends 


BUENOS AIRES 

While some private businesses in Argentina have faced harassment or even 
nationalisation, others have flourished thanks to political contacts 


W HEN Nestor Kirchner took over as 
Argentina’s president in 2003, his 
country’s economy was already on the 
mend after a sickening collapse 18 months 
earlier that had prompted debt default and 
devaluation. Lambasting the imf and pri- 
vatisation, Mr Kirchner extended the 
state’s control over the economy. Rising 
world prices for Argentina’s farm-com- 
modity exports and government pump- 
priming unleashed an economic boom. 
This made Mr Kirchner a popular hero, 
and secured the election of his wife, Cris- 
tina Fernandez de Kirchner, as his succes- 
sor in 2007. She has continued his policies. 
Mr Kirchner was last year elected as a con- 
gressman, but according to former officials 
he still takes many executive decisions. 

Enjoying almost complete political 
dominance, Argentina’s first couple swat- 
ted away critics who accused them of 
everything from illegal enrichment to 
wrecking institutions. They are still trying 


to do so. Ms Fernandez frequently accuses 
Argentina’s leading newspapers of mak- 
ing up stories to discredit her government. 
But it is getting harder. Thanks to the world 
recession, rising inflation and a series of 
political errors, her approval rating in opin- 
ion polls has fallen to 20%. After losing a 
working majority in a congressional elec- 
tion last year, the government is on the 
verge of losing control of key committees 
of Congress as well. 

Yet this is no ordinary slump of the type 
familiar to long-serving governments in 
other democracies. Four of the president’s 
private secretaries are being investigated 
for enriching themselves illegally. Two, Ju- 
lio Daniel Alvarez and Fabian Gutierrez, re- 
cently resigned. Meanwhile Mr Kirchner 
has been criticised for a transaction in Oc- 
tober 2008 in which he swapped pesos for 
$2m shortly before the value of the curren- 
cy fell sharply. He says this was to buy a 
stake in a hotel company that was priced in 
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dollars and insists that he was not specu- 
lating against the peso. However, the Kirch- 
ners admit that their personal wealth has 
increased dramatically while they have 
been in office. 

“Governability”, Mr Kirchner said at 
his inauguration in 2003, “cannot be a syn- 
onym for impunity... obscure agreements, 
the political manipulation of institutions, 
or spurious pacts behind society’s back.” 

In power, the Kirchners have frequently 
belied those fine words. They have bullied 
institutions that have got in their way, from 
the judiciary to the Central Bank. They 
have used the power of the state to harass 
groups they see as hostile, from farmers to 
utility companies. Meanwhile, some of 
their allies have thrived. 

The Santa Cruz connection 
Both the Kirchners are from the left wing of 
the dominant Peronist movement. Both 
claim to have been active in the resistance 
to Argentina’s military government. Mr 
Kirchner, the child of parents of Swiss and 
Croatian stock, forged his political career in 
his home province of Santa Cruz, in far-off 
Patagonia. He was its governor from 1991 
until he moved into the Casa Rosada, the 
presidential palace. Rafael Flores, a former 
Peronist congressman who represented 
the province for 12 years, says that Mr 
Kirchner transferred his way of operating 
and his economic philosophy from the 
province to the national stage. “In Santa 
Cruz,” says Mr Flores, “Kirchner behaved 
in all the ways he would when he became 
bigger in the country: manipulation, 
pressurising mayors, persecuting people 
who didn’t agree with him.” 

Mr Kirchner rarely talks to reporters. 
When president, he gave no press confer- 
ences. Neither he nor Ms Fernandez has re- 
sponded to The Economist’s requests for in- 
terviews. So we do not have their answer 
to such criticisms. 

Santa Cruz is remote and sparsely pop- 
ulated, but rich in oil and gas. As governor, 
Mr Kirchner ploughed hydrocarbons rev- 
enues into public-sector jobs and infra- 
structure projects. Oil and gas companies 
needed his administration’s approval to 
get exploration contracts. The Kirchners 
developed a tight network of trusted 
friends in Santa Cruz, several of whom fol- 
lowed them to Buenos Aires (where they 
were dubbed “the penguins”). Mr Kirch- 
ner’s sister, Alicia, is the minister for social 
development. Another aide from Santa 
Cruz is Julio de Vido, an architect who was 
introduced to the Kirchners in the 1980s. 
He served as the province’s economy min- 
ister when Mr Kirchner was governor. 
Since 2003 he has been Argentina’s minis- 
ter of planning, in charge of a vast bureau- 
cratic empire that spans public works, tran- 
sport, communications, energy and 
mining. Mr Kirchner also appointed Mr de 
Vido’s wife to a senior post in the govern- ►► 
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I Boom to bust gdp 

Argentina's: Consumer prices 
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NtSTOR KIRCHNER CRISTINA FERNANDEZ 
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Economist Aires Cjty (a think-tank) 
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► merit’s internal-audit agency. 

Mr Kirchner’s governorship is remem- 
bered for something else too: the mystery 
surrounding some $6oom in financial as- 
sets belonging to the province. (A former 
official in a previous national government 
who has investigated the matter thinks the 
true figure was closer to $i billion.) In 1999 
the province sold, at a big profit, shares in 
ypf, the privatised national oil company, 
which it had received in 1993 in lieu of un- 
paid royalties. It held the proceeds abroad. 
The provincial government said that the 
interest was invested in public works. Op- 
ponents of the Kirchners in Santa Cruz ac- 
cept that some of this money has returned 
to the province. Mr Kirchner has never ex- 
plained what happened to the rest. 

Penguins in Buenos Aires 

On becoming president Mr Kirchner struck 
up a friendship with Hugo Chavez, but the 
first couple’s approach to the private sector 
has been a bit more subtle than that of 
their Venezuelan counterpart. They have 
nationalised, but sparingly. The govern- 
ment has taken over the troubled national 
airline and the private pension system, 
and also set up several new state compa- 
nies. Meanwhile, some private businesses 
have faced regulation to the point of ha- 
rassment. 

The Kirchners retained an economic 
emergency law that, among other things, 
allows the government to change the con- 
tracts under which privatised utilities pro- 
vide services. It was passed as a temporary 
measure after the peso devaluation of 
2002. Regulators, previously independent, 
have been turned into rubber stamps. 
Now it is the government that sets utility 
prices. The method often involves phone 
calls from the offices of Mr de Vido or Guil- 
lermo Moreno, the secretary of commerce. 
The freezing of the retail price of natural 
gas has discouraged investment in explora- 
tion. The price of beef has been held down 
by adding a high export tax, encouraging 
farmers to sell in the domestic market. 
Farmers are now able to export only at the 
government’s discretion. 


Despite these price controls, both for- 
mal and informal, Argentina suffers from 
high inflation. In 2007 Mr Moreno’s team 
changed the way the consumer-price in- 
dex was measured by the National Statis- 
tics and Census Institute (indec). This had 
the effect of keeping the official inflation 
figure in single digits. Private estimates are 
much higher (see chart). The credibility of 
the official figures took a further knock this 
month when union leaders sympathetic 
to the Kirchners called for wage rises of 25% 
to make up for inflation. The lower official 
number has meant the government has 
made a net saving on its inflation-linked 
bonds of $17 billion, according to a former 
finance official. 

The government also gets involved in 
private business dealings that should be 
beyond its remit. Two examples stand out. 
The first involves Shell which, during 
2004, had talked to Brazil’s Petrobras about 
selling its assets in Argentina and Brazil. 
The company changed its mind after de- 
tails of these talks leaked. Shortly after- 
wards it raised prices at its petrol stations in 
Argentina. In response Mr Kirchner urged 
Argentines not to buy “even a can of oil” 
from the company. Mr Moreno’s office 
then fined Shell 23 times in 2006 for under- 
supplying the market. According to Juan 
Jose Aranguren, the company’s head in Ar- 
gentina, Shell was providing 8% more pet- 
rol than the year before, a bigger increase 
than the market average. 

Mr Aranguren faced 57 arrest warrants 
in 2007, again for allegedly undersupply- 
ing the market, each carrying a prison term 
of between six months and four years. All 
of them are still in the courts. Next the gov- 
ernment ordered Shell to shut down a re- 
finery for alleged environmental viola- 
tions, allowing it to reopen without 
explanation five days later. At the same 
time, other people in the administration 
were offering Shell opportunities to sell its 
Argentine assets, says Mr Aranguren. 


The second example of government in- 
terference involves the Clarfn Group, Ar- 
gentina’s most powerful media business. 

In September last year, 200 tax inspectors 
descended on the group’s offices. No one 
seemed to know who sent them. The tax 
agency’s boss denied ordering the inspec- 
tion. The government accused its oppo- 
nents of organising the raid to make it look 
bad. The group’s daily newspaper, Clarin, 
and its television stations have been fierce 
critics of Ms Fernandez’s government. The 
taxmen arrived as Argentina’s Congress 
prepared to debate a new media law that 
will force Clarfn to sell many of its radio 
and television interests. 

There is a case for regulating media 
ownership in Argentina, and Clarfn’s mar- 
ket dominance would be considered unac- 
ceptable in some countries. But the main 
effect of the new law is to weaken the pres- 
ident’s chief critic in the media. This blow 
against the Clarin Group followed anoth- 
er. In August the Argentine football confed- 
eration broke a contract with Clarfn for the 
transmission of live league matches, and 
signed a new one with the state channel. 
Clarin alleges that Mr Kirchner was behind 
the switch. 

The pension-fund piggy bank 

State control of Argentina’s private sector 
has been tightened further since the na- 
tionalisation of the private pension funds 
in December 2008. Because the funds had 
big shareholdings in many of Argentina’s 
companies, the government, in the form of 
the National Social Security Administra- 
tion (anses), now has the right to nomi- 
nate directors to the boards of these firms, 
a prerogative it has exercised by placing di- 
rectors at around 20 companies, anses 
performs another function, too. With the 
economy slowing ahead of the congressio- 
nal election in June last year, Ms Fernandez 
ramped up spending on public works and 
the unemployed, treating the pension sys- H 



Shell was punished for refusing to co-operate 
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► tem as a piggy bank. Local economists esti- 
mate that the central government’s ac- 
counts last year went into the red for the 
first time since 2002. The pension system is 
one of its main creditors. 

The Central Bank, which in theory is in- 
dependent, has also been brought within 
the president’s direct control. In December 
the government floated the idea of creating 
a “Bicentennial Fund” with the aim of us- 
ing the bank’s hard-currency reserves to 
pay off a group of foreign bondholders 
who rejected a debt restructuring in 2005, 
thereby restoring the government’s access 


to international financial markets. Martin 
Redrado, the bank’s governor, demurred, 
arguing that in an economy like Argenti- 
na’s, where many people think in dollars 
because of past hyperinflation, the re- 
serves were an important cushion against 
swings in foreign-exchange markets. He 
was also advised that the transfer might 
make funds held by the Central Bank 
abroad vulnerable to claims by creditors. 

Thwarted by Mr Redrado, Ms Fernan- 
dez decided to sack him. Mr Redrado dug 
his heels in, insisting that only Congress 
could remove him. A judge who ruled in 


Mr Redrado’s favour in the dispute, Maria 
Jose Sarmiento, found the police on her 
doorstep on January 9th. If that was too 
subtle, the president’s chief of staff, Anibal 
Fernandez (who is not related to the presi- 
dent), told reporters that the judge’s every 
movement was being watched. Eventually 
the president got her way and Mr Redrado 
was replaced with a more pliant figure. 

Not everyone is treated so harshly. In- 
deed, a few businessmen who enjoy good 
relations with the Kirchners have done 
well in recent years. They are known in Ar- 
gentina as the empresarios K. One is Lazaro 
Baez, whose firm. Austral Construcciones, 
began life as a small builder in Santa Cruz 
and has since diversified into oil explora- 
tion and farming. Much of the company’s 
business has been in public-works projects 
in Santa Cruz. Mr Baez was also awarded 
oil-exploration rights in Santa Cruz. 

It was Mr Baez’s company, Epsur, which 
together with Enarsa, a state company, of- 
fered to buy Shell’s assets in Argentina in 
2007. He has described his relationship 
with Nestor Kirchner as one of “platonic 
love.” Their affair goes back to the early 
1990s, when Mr Baez worked as a manager 
in Banco Santa Cruz, a bank privatised by 
Mr Kirchner when he was governor. 

Another friend is Cristobal Lopez, who 
controls a company called Casino Club 
and operates casinos and gambling halls 
throughout Argentina, including one at the 
Palermo racecourse. Shortly before leaving 
office, Mr Kirchner issued a decree extend- 
ing Mr Lopez’s licence to run the slot ma- 
chines at tbe racecourse until 2032 and rais- 
ing their number by 50%. 

Enrique Eskenazi, a grandee of the priv- 
ate sector and the controlling shareholder 
in Banco Santa Cruz, argues that politics 
and business are so closely linked in Ar- 
gentina because the country lacks the insti- 
tutions that ought to separate them. In 
2007 his company, Grupo Petersen, bought 
a 14.9% stake in ypf from Spain’s Repsol, 
which wanted a well-connected local 
partner for its troubled investment. So 
keen was Repsol to get Mr Eskenazi on 
board that it lent him more than $1 billion 
to buy the stake. He rejects any suggestion 
that Grupo Petersen’s success stems from 
his political connections. “Under President 
Alfonsfn, people called us Alfonsinistas; 
under President Menem, we were Mene- 
mistas. Under the Kirchners, we’re Kirch- 
neristas. We’re used to it.” In Argentina, he 
says, any success is viewed as suspicious, 
unless it is won on the football pitch. 

Maybe so. But the Kirchners have left 
their country with weaker institutions, 
and an economy in which the state plays a 
much bigger role and in which political 
contacts often seem to make the difference 
between business success and failure. Mr 
Kirchner has hinted that he will run for 
president again in 2011. By then Argentines 
may want to see the back of him. ■ 


The first family's businesses 

Welcome to the Hotel Kirchner 


ELCALAFATE 

Such a lovely little earner 

S ET amid natural grandeur, where the 
southernmost Patagonian steppe 
meets the Andes and turquoise icebergs 
bob in Argentina’s biggest lake, the small 
town of El Calafate has become a magnet 
for well-heeled foreign tourists. It is also 
the adopted hometown of Cristina Fer- 
nandez, Argentina’s president, and her 
husband and predecessor, Nestor Kirch- 
ner. They own a 45% stake in Los Sauces, 
one of the town’s most expensive hotels, 
where golf buggies are parked outside 
and Celine Dion songs are piped through 
the diningroom. The Kirchners also own 
98% of Hotesur, a company whose main 
asset is Alto Calafate, another luxury 
hotel in the town. 

The first family’s business dealings 
have come under scrutiny since the 
release of the president’s official declara- 
tion of assets for 2008. This showed an 
increase in the first family’s wealth from 
$2.3m in 2003 to over $i2m. During that 
time neither of the Kirchners had jobs 
outside politics. According to the declara- 
tion, most of their money comes from 
property deals in Santa Cruz province, 
where Mr Kirchner was governor before 
he became president. 

In 2008 alone the Kirchners sold 14 
properties in Santa Cruz. The most valu- 
able was a plot of land bought from the 
municipality in El Calafate and sold on 
for 6.3m pesos ($2m at the time). Even 
after these sales, the Kirchners recorded a 
further 26 properties or plots of land on 
their books. The document also shows 
that they owe $2m to Banco Santa Cruz, 
the bank privatised by Mr Kirchner and 
now owned by Enrique Eskenazi (see 
main story). In addition, the Kirchners 
are directors of a consultancy called El 
Chapel. It has been looked at and de- 
clared legitimate by the federal anti- 
corruption agency, but nobody knows 
very much about what it does. 



Calafate's charms 

The increase in the Kirchners’ wealth 
has been investigated by a judge, who 
declared that nothing was amiss. Manuel 
Garrido, a former chief anti-corruption 
prosecutor, thinks the investigation was 
incomplete and perfunctory. Mr Garrido 
resigned in March last year after he found 
his own investigation blocked by the 
procurador, an office equivalent to Amer- 
ica’s solicitor-general that is currently 
occupied by Mr Kirchner’s former perso- 
nal lawyer. 
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Health reform 

Seizing the reins, at long last 


NEWYORK 

After leaving Congress in charge for too long, Barack Obama unveils his own plan 


H EALTH reform has been the Obama 
administration’s domestic policy pri- 
ority for nearly a year, but the president 
himself has been frustratingly slippery on 
the topic. Though he has given plenty of 
speeches about it and discussed various 
worthy ideas, he has generally deferred to 
Congress on specific proposals. 

Until this week, that is. On February 
22nd Barack Obama at long last unveiled 
his own detailed set of proposals for re- 
forming America’s troubled health system. 
The plan itself does not contain any earth- 
shattering elements; indeed, it is rather 
similar to a health bill that passed the Sen- 
ate just before Christmas. But coming as it 
does on the eve of a bipartisan summit on 
health reform with congressional leaders 
hosted by Mr Obama (taking place on Feb- 
ruary 25th, as The Economist went to press), 
it looks like a bold but risky attempt to 
seize the momentum as health reform en- 
ters its final phase. 

So what exactly does the Obama plan 
contain? Like the Senate plan, Mr Obama’s 
scheme would use a mix of regulation and 
subsidies to restructure the health-insur- 
ance market so that most individuals are 
required to purchase coverage and insurers 
are required to provide it. But seizing on re- 
cent popular outrage at rate hikes an- 
nounced by regional health insurers (Cali- 
fornia’s Anthem Blue Cross set off a fire- 
storm when it announced rate increases of 


39% for some customers, for example), Mr 
Obama’s proposal would go further, creat- 
ing a panel to watch for “unreasonable or 
unjustified” increases. 

Mr Obama’s plan differs in other ways 
too. To get the final Senate bill passed, 
Democratic leaders had to cut special deals 
that reeked of the pork-barrel. For exam- 
ple, labour unions hated a tax on gold-plat- 
ed insurance plans found in the Senate bill 
(because their members often enjoy such 
plans), so dealmakers carved out an ex- 
emption for them. Nebraska’s Senator Ben 
Nelson refused to join the caucus unless 
the federal government paid for his state’s 
extra costs for Medicaid, a government 
health scheme for the indigent. So now Mr 
Obama’s plan simply extends these spe- 
cial deals to everyone. 

This largesse comes at a price, of course. 
The administration estimates that its bun- 
dle of proposals will cost some $950 bil- 
lion, a price tag which falls between the 
cost of the Senate bill ($872 billion) and the 
House version (over $1 trillion). This esti- 
mate breaks Mr Obama’s pledge to keep 
any reform effort under $900 billion. And 
that $950 billion figure may yet grow. The 
Congressional Budget Office, an official 
agency that is the referee in such matters, 
said this week that the president’s plan 
simply does not offer enough detail for the 
agency to determine its probable cost. 

Why, after nearly a year of professorial 
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dithering, is Mr Obama sticking his neck 
out now? The answer is desperation. His 
detached strategy, adopted in response to 
the failure of Bill and Hillary Clinton’s 
heavily micromanaged attempt at health 
reform over a decade earlier, seemed to be 
working until a few weeks ago. After 
months of wrangling, the Democrats man- 
aged to push (different) reform bills 
through the House and the Senate; all they 
needed to do was to reconcile the two bills 
into a final law. But before they could, the 
unexpected Republican victory in the re- 
cent Senate race in Massachusetts robbed 
the Democrats of the 60 votes they need 
for easy passage in the Senate. 

That has made it extremely difficult for 
Democrats to pass health reform this year. 
But not impossible: Democrats could yet 
win over a few Republicans, or try to push 
a modified health-reform bill through 
Congress using a manoeuvre known as 
budget reconciliation— which requires 51, 
not 60, votes in the Senate. Either, analysts 
agreed, would be a long shot. The betting 
in Washington, dc, until this week was 
that health reform was dead in all but 
name. 

But Mr Obama has not given up. He in- 
sisted in his state-of-the-union speech that 
he would push for reform this year, despite 
the perils of doing so in the run-up to an 
election. Ignoring the chorus of derision 
from the opposition, he has promised to 
listen more carefully to Republican ideas. 

Bipartisanship indeed got a boost this 
week wheni3 Republican senators, includ- 
ing Scott Brown, the new man from Massa- 
chusetts, crossed the aisle to help pass a 
jobs bill crafted by Harry Reid, the Demo- 
cratic majority leader in the upper cham- 
ber. Under the $15 billion bill, firms that 
hire the unemployed will get an exemp- 
tion from payroll taxes on those workers ►► 
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Mitt Romney has an agenda 


United States 


► this year. If employers keep new workers 
on the payroll for a year or more, they get a 
$1,000 tax credit. 

Could this be a sign that Mr Obama 
may be able to salvage health reform with 
Republican help? Probably not. Defection 
was easier with the jobs bill because it was 
a neutered effort (the original House ver- 
sion weighed in at $154 billion, and the 
original Senate version at half that), 
whereas the health bill is a trillion-dollar 
undertaking. 

That leaves Mr Obama with only one 
option if he wants a health-reform law this 
year: budget reconciliation. Republicans 
are bitterly denouncing such a possibility 
as trickery, but there are clear signs that 
Democrats are getting ready to pursue such 
a tack if the televised summit demon- 
strates that bipartisan agreement is impos- 
sible. Mr Reid declared on February 23rd 
that Republicans should “stop crying over 
reconciliation as if it’s never been done be- 
fore... Contract with America was done 
with reconciliation. Tax cuts, done with 
reconciliation. Medicare, done with recon- 
ciliation.” He makes a fair point. 

Mr Obama is clearly betting that his 
forceful new tactics will be enough to 
snatch a spectacular victory from the jaws 
of near-certain defeat. Because budget rec- 
onciliation must be finalised within two 
months, the issue will at least soon be re- 
solved. Even if health reform fails this year, 
though, critics can no longer say that this 
was because Mr Obama refused to enter 
the scrum. Stuart Butler of the Heritage 
Foundation, a conservative think-tank, 
sums up Mr Obama’s plan this way: “It’s a 
prelude to going for broke.” Others liken 
him to Captain Ahab pursuing his whale. ■ 


Mitt Romney and the Republicans 

Fired up, ready to 

go 

WASHINGTON, DC 

Mitt Romney takes centre-stage 

T HE election of a new pope in Rome is a 
model of procedural transparency 
compared with the mysterious ways in 
which presidential candidates emerge in 
America. But one of many suggestive puffs 
of smoke that Republicans watch for is the 
annual meeting of the Conservative Politi- 
cal Action Conference (cpac). As usual, 
the combined jamboree and think-in that 
drew thousands of activists from the right- 
ward end of the conservative spectrum to 
Washington, dc, on February i8th-20th 
ended with a straw poll in which partici- 
pants were asked who they would vote for 
as the Republican nominee in 2012. 

This produced an unexpected result: 


Ron Paul, the Texas libertarian, came top 
with 31% of the 2,395 votes cast. The cere- 
bral Mr Paul has an enthusiastic following, 
especially among students, but many of 
his ideas— including withdrawal from for- 
eign wars and a return to the gold stan- 
dard-are well outside the Republican 
mainstream. That, and the fact that he is 74, 
make it unlikely that he will make a third 
run for the presidency (he was a third- 
party candidate in 1988 and unsuccessfully 
sought the Republican nomination in 
2008). So the main impact of the straw poll 
was to confirm that Mitt Romney, a former 
governor of Massachusetts, who came sec- 
ond, remains the undeclared race’s unoffi- 
cial front-runner. 

As in 2008, Mr Romney, who made a 
fortune in venture capital, is running a 
measured and methodical campaign. His 
speech at cpac was his first big national 
political outing for more than a year, but he 
is about to adopt a higher profile. Next 
week he launches “No Apology”, a 323- 
page paean to American greatness and a 
thinly disguised presidential manifesto 
ending with a 64-point “Agenda for a Free 
and Strong America”. Perhaps because his 
2008 run went awry when flip-flops on 
moral issues such as abortion made him 
look like an opportunist, this book dwells 
chiefly on foreign and economic policy. 

With 22% of the votes, Mr Romney’s 
second place in the cpac poll put him far 
ahead of the rest of the field. Sarah Palin, a 
former governor of Alaska and John 
McCain’s running-mate, came third with 
just 7%, ahead of Tim Pawlenty, the gover- 
nor of Minnesota, who mustered 6%. Mike 
Huckabee, a former governor of Arkansas, 
got only 4%. 

It would be a mistake to read too much 
into these results. With 2012 still distant 


and most Republicans concentrating on 
the congressional mid-term election due in 
November, the presidential wannabes did 
not compete all that hard this time. Indeed, 
Mrs Palin and Mr Huckabee stayed away 
from cpac. Besides, the poll itself may 
count for less than the buzz the would-be 
contenders created in the audience and 
media. By that standard, one of cpac’s 
biggest stars was Marco Rubio, the young 
and self-assured Cuban-American who is 
mounting a primary challenge against Go- 
vernor Charlie Crist to represent Florida in 
the Senate. Republicans eagerly portray Mr 
Rubio as a conservative Barack Obama, 
the fluent son of poor immigrants, em- 
bodying a no less inspiring version of the 
American dream. 

The perception that Mr Obama and the 
Democrats are on the defensive and vul- 
nerable in November has sent an electric 
charge through the conservative cause. 
Newt Gingrich, who led the Republican 
comeback in the mid-terms of 1994, told 
cpac that he expected the Democrats to 
lose both the Senate and the House in the 
mid-terms. Dick Cheney, a former vice- 
president, predicted that Mr Obama 
would be a one-term president. 

Before they settle on a candidate, how- 
ever, Republicans will need to resolve 
some issues of their own. As the vote for 
Mr Paul showed, the conservative move- 
ment now stretches all the way from the 
centre-right to radical libertarianism. And 
the tea-party movement, the populist 
uprising against big government that has 
swept through many states this year, has 
introduced a volatile new element that 
risks pushing Republican candidates too 
far to the right for the taste of mainstream 
voters. That is a danger the methodical Mr 
Romney will be anxious to avoid. ■ 
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The economy 

Back to the crash 

CAMBRIDGE, MASSACHUSETTS 

The American economy has just had its worst decade since the 1930s 


The administration's economists 

Grading the 
dismal scientists 

WASHINGTON, DC 

How good is the Council of Economic 
Advisers? 

F EW disagreed with Christina Romer, 
who chairs America’s Council of Eco- 
nomic Advisers (cea), when she wrote re- 
cently that the early 1960s were the cea’s 
“glory days”. Take 1961, for instance. James 
Tobin was a member, Robert Solow was a 
staff economist, and consultant econo- 
mists included Kenneth Arrow and Paul 
Samuelson. All four went on to win Nobel 
prizes. But fewer economists agreed with 
Ms Romer’s assertion that the cea’s staff 
in 2009 was of a calibre not seen since 
those star-studded days. 

Greg Mankiw, a Harvard economist 
who chaired the cea in 2003-05, points 
out that the council packed considerable 
intellectual firepower under Martin Feld- 
stein in 1982. Three of its members or staff- 
Larry Summers (now Barack Obama’s 
chief economic adviser), Mr Feldstein him- 
self and Paul Krugman-have won the 
Clark medal, a prize for the best American 
economist under the age of 40. Mr Krug- 
man went on to win the Nobel prize. Mr 
Mankiw does not think the present lot 
match up to the class of 1982. He suggests 
measuring the academic influence of 
ceas by how often their economists have 
been cited by their peers. 

The Economist decided to see how dif- 
ferent councils fared, through a widely- 
used index that ranks the top 5% of aca- 
demic economists worldwide by citations 
to date. This is an imperfect measure, fa- 
vouring members of older ceas, who 
have both been active researchers for lon- 
ger and whose influence was presumably 
boosted by their time on the council. Still, 
of the present cea’s three members, both 
Ms Romer and Austan Goolsbee make the 
cut. In comparison, all three members of 
Mr Mankiw’s cea, and the one chaired by 
Janet Yellen during Bill Clinton’s later 
years in office, are on the list. More impres- 
sive is the fact that two of the seven senior 
economists attached to the present cea 
are also among the top 5% of economists 
by citations, a rare distinction. 

Measured by citation scores per team 
member, though, the present cea does not 
stand out as much. The average score for 
2009 works out at 291, much higher than 
2008’s 185 (despite multiple citations for 
the then chairman, Edward Lazear) but 
well below the average for Mr Mankiw’s 
team of 2003, when the average was 641. 
The count for 1982’s “dream team” is an im- 
pressive 755 - For 1993, when Joseph Stiglitz 
and Alan Blinder were members of the 


T HE headquarters of the National 
Bureau of Economic Research (nber), 
on Massachusetts Avenue in Cambridge, 
Massachusetts, looks out on a row of 
shops. These used to be thriving places, 
where people bought furniture and other 
household goods. But collapsing proper- 
ty prices, foreclosed homes and soaring 
unemployment, all effects of the reces- 
sion which the nber announced on 
December 1st 2008, have taken their toll. 
Many shops are now empty, with “For 
Rent” signs forlornly fastened to them. 

But the misery stretches well beyond 
the recession, as our charts below make 
clear. Taking the decade between 2000 
and 2009 as a whole, growth was slower 
than in previous decades. These figures, 
compiled by Christopher Wood, a former 
journalist with The Economist and now a 
strategist at cls a, a Hong Kong-based 
investment group, provide stark remind- 
ers of various aspects of the poor perfor- 
mance the American economy demon- 
strated during the “noughties”. 

Real gdp in America grew by an 
average of 1.9% a year during the 2000s. 
This may not sound all that terrible, 
especially for a decade that saw one 
short recession and another particularly 


cea, and the senior economists included 
the eventually much-cited David Cutler 
and Matthew Shapiro, the average score is 
736.5. Ms Romer’s team is handicapped by 
our use of lifetime citation counts, but the 
difference is still striking. 

Citations, of course, are an even more 
flawed measure of quality for staff econo- 
mists, who tend to be younger. So we 
ranked the past ten years’ ceas by the aver- 
age quality of the economics departments 
where their senior economists got their 
PhDs. This too is imperfect, as the rankings 


deep and long one. But it is the econ- 
omy’s worst performance for a long time. 
During the previous six decades, average 
growth was 3.9% a year. Only the 1930s- 
when growth was a mere 0.9% a year- 
were worse. And America’s population is 
growing smartly, so gdp per head has 
grown a good deal more sluggishly than 
gdp as a whole. The story is much the 
same when the growth in Americans’ 
personal consumption during the ten 
years to the end of 2009 is compared 
with previous decades. Again, only the 
1930s were worse. 

In terms of employment growth, the 
2000s were also a lost decade. In the 
years between 1940 and 1999 the number 
of Americans employed outside farming 
grew by an average of 27% each decade. 

In the one just past it fell by 0.8%. In 
January this year, the number of people 
who had been jobless for more than six 
months reached 6.3m. And though the 
economy has grown for each of the past 
two quarters, the unemployment rate 
has only just begun to inch downwards. 
Though the recession is now supposedly 
at an end, the pain of the noughties’ 
miserable economic performance will be 
felt for a long time to come. 


do change, albeit slowly. But by this mea- 
sure, the present cohort of senior staff 
economists is the second-best-qualified in 
academic terms of any of the past ten 
ceas. It is beaten— but only barely— by the 
staff assembled by Glenn Hubbard for 
George Bush junior in 2001. It does even 
better than Mr Feldstein’s 1982 team. If part 
of any cea’s influence comes from the aca- 
demic prestige of its members and staff, 
the present council has little to worry 
about. But it is not yet the most brilliant 
since the 1960s. Sorry, Ms Romer. ■ 


The hard facts 

GDP growth, % increase* 


% increase* 

Personal: ■ consumption 


Non-farm payrolls, % change* 



1930's 50's 70's 90's 00’s 1930's 50's 70's 90's00's 1940's 60's 

Sources: Bureau of Economic Analysis: CLSA Asia-Pacific Markets: Bureau of Labour Statistics *10-year average annual growth rates 
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Arkansas politics 

Democrats beware 


LITTLE ROCK 

A spirited scramble for suddenly open 
Democratic seats 

ARKANSAS is the only southern state 
/"Y whose representatives have remained 
almost monolithically Democratic since 
Reconstruction in the 1860s. So Blanche 
Lincoln, a popular Democratic senator, 
seemed likely to cruise into a third term 
this year. Then, last December, Mrs Lincoln 
abruptly found herself in a tight spot, wa- 
vering so chronically over health reform 
that liberals decried her lack of guts, con- 
servatives marked her as vulnerable and 
independents searched for an alternative. 
Now she may face Bill Halter, Arkansas’s 
lieutenant-governor, in a May primary. 
Polls show that he would probably win. 

A handful of Republicans are fighting to 
oppose Mrs Lincoln, including, until he re- 
cently dropped out, the founder of the Ar- 
kansas tea-party movement. John Booz- 
man, a Republican congressman whose 
late brother Fay ran against Mrs Lincoln in 
1998 and lost, also recently announced his 
intention to jump into the Senate race. Mr 
Boozman is seen as the establishment can- 
didate, which may not endear him to the 
tea-party folk. 

With Mr Boozman’s entry a House seat 
comes up in north-western Arkansas, the 
state’s most conservative area, which is 
home to Wal-Mart and Tyson Foods. Re- 
publicans have held it since 1967. There will 
be a vacancy, too, in Little Rock and central 
Arkansas, where Vic Snyder, one of the 
most liberal members of Congress, has an- 
nounced his retirement for family reasons. 
Yet another open seat yawns in the impov- 
erished Delta region in the south-east, 
where Marion Berry, a Clinton administra- 
tion official who won his seat in 1996, also 
bowed out of a re-election bid in late Janu- 
ary for health reasons. Polls show that Mr 
Berry would easily have won re-election. 
The district has been Democratic since 
1891. But in the 2008 presidential contest 
John McCain, the Republican, received 
nearly 60% of the vote. And since his an- 
nouncement, Mr Berry has ridiculed Ba- 
rack Obama’s administration. 

Democrats still hold the statehouse, the 
constitutional offices and the governor- 
ship. The governor, Mike Beebe, is seeking 
re-election and has no serious opposition. 
But Arkansans are not one-party loyalists. 
They voted for Mr McCain over Mr Obama 
by 20 percentage points in 2008. George 
Bush junior won the state twice. 

After Scott Brown’s victory in Massa- 
chusetts, the Republicans see Arkansas as 
a place to make gains. Eager young candi- 



Worrying times for Blanche Lincoln 


dates are jumping in. Tim Griffin, a Bush 
White House alumnus who had a brief 
and controversial stint as a United States 
attorney, is running for Mr Synder’s House 
seat in central Arkansas. Princella Smith, a 
conservative in the Newt Gingrich mould, 
black and only 26, will run in the heavily 
Democratic district held by Mr Berry in the 
Delta. If she wins, she will be the first black 
Republican woman in Congress. Sarah Pa- 
lin made an appearance last week at a 
fund-raiser to help the party out. 

A little money goes a long way here. 
Media coverage is comparatively cheap, 
and the state is small, allowing door-to- 
door campaigning. A swing of several 
thousand votes can make a difference. And 
then there is the personal satisfaction, ev- 
ery day more likely, of turning Bill Clin- 
ton’s home state red. ■ 


Schools and testing 

The finger of 
suspicion 

ATLANTA 

Is too much weight given to testing? 

O N A narrow street of modest bunga- 
lows in south-western Atlanta, Walter 
L. Parks Middle School stands out: a broad, 
white building of unmistakably institu- 
tional appearance in a district of wood- 
panelled and redbrick domesticity. Parks 
stands out for another, sadder reason, too. 
A statewide review of standardised tests 
taken by pupils in Georgia’s state schools 
in the spring of 2009 found that wide- 
spread cheating may have occurred in 191 
elementary and middle schools in Geor- 
gia-including 69% of such schools in At- 
lanta. The review, which looked for unusu- 
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ally high numbers of wrong-to-right 
erasure marks, pointed the finger at nearly 
90% of Parks’s classrooms-more than in 
any other school in the state. 

By themselves, of course, the numbers 
prove nothing, but the number of changed 
answers is striking. The average number of 
wrong-to-right changes per test was 
around two. Some classrooms showed 
tests with 13 times as many. The company 
that carried out the analysis flagged all 
classrooms that showed a number of 
wrong-to-right erasures exceeding three 
standard deviations from the mean. The 
probability of that happening without ma- 
nipulation is one-tenth of one per cent. 

All this comes after years of solid im- 
provement in Georgia’s public schools. In 
2005, 83%, 80% and 68% of the state’s 
eighth-grade (roughly, 13-year-old) pupils 
passed reading, language-arts and maths 
tests; by 2009, those numbers had risen to 
93%, 92% and 70%. In Atlanta, students’ 
scores improved in all grades and subjects 
for eight years continuously to 2008. Kathy 
Cox and Beverly Hall, the school superin- 
tendents of Georgia and Atlanta, have won 
praise for improving test scores and gradu- 
ation rates. 

But in 2009 13 teachers in Georgia were 
punished for cheating, including the prin- 
cipal and assistant principal at one ele- 
mentary school. They changed answers on 
completed tests for fear that otherwise 
their school would not make “adequate 
yearly progress”, as required by the federal 
No Child Left Behind (nclb) law. A school 
that fails to do so for two years running 
must offer pupils the opportunity to trans- 
fer to better schools. Teachers and admin- 
istrators can be fired, and the school can be 
taken over by the state. 

And therein, say many education spe- 
cialists, lies the problem: the immense 
weight that nclb places on a single test. 
Teachers spend an increasing amount of 
time “teaching to the test”, because they 
know the results may determine their fu- 
tures. A study of the Chicago school sys- 
tem conducted for Harvard’s Kennedy 
School found that the more weight given 
to tests, the more likely alteration becomes. 
Verdaillia Turner, who heads Georgia’s 
and Atlanta’s teachers’ unions, complains 
that the tests have turned teachers into “lit- 
tle robots. The best and brightest do not go 
into teaching any more.” 

This may change: Barack Obama and 
Arne Duncan, the education secretary, 
have long been critical of nclb. This week 
Mr Obama noted that 11 states had lowered 
their standards to give an illusion of stu- 
dents’ progress. A consortium of 48 states 
(Texas and Alaska sat out) has been draft- 
ing a set of common standards in maths 
and reading, and Mr Obama has an- 
nounced that states will have to adopt 
higher ones if they want more federal 
funds. Money is a great motivator. ■ 
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California's prison-guards' union 

Fading are the 
peacemakers 

LOS ANGELES 

One of California’s most powerful 
political forces may have peaked 

D ON NOVEY used to be the most im- 
portant man in Californian politics 
that no one had ever heard of. As president 
of California’s prison-guards’ association 
from 1982 to 2002, Mr Novey turned that 
union into the most powerful in the state. 
On his watch, California built 21 new pri- 
sons. Mr Novey’s organisation also spon- 
sored or supported tough laws that helped 
to fill those prisons to almost twice their 
capacity at times. It helped elect two Re- 
publican governors and one Democratic 
one, besides countless state legislators. 
“We sent candidates 13 questions,” he hap- 
pily recalls, ranging from their stance on 
the death penalty to labour issues. 

He is especially proud that he won his 
members by far the most generous wages 
and benefits that prison officers get any- 
where in the country. Under the last deal 
he negotiated, which expired in 2006, the 
average member of the California Correc- 
tional Peace Officers Association (ccpoa) 
earned around $70,000 a year and more 
than $100,000 with overtime. (Since then, 
wages have gone up again.) Mr Novey ne- 
gotiated pensions of up to 90% of salary 
starting at as early as 50-more than teach- 
ers, nurses or firefighters get, and matched 
only by the state’s highway patrol. 

This is the legacy that many people 
now blame for a good part of California’s 
fiscal crisis. Visiting the state earlier this 
month, Anthony Kennedy, a justice on the 
us Supreme Court, said it was “sick” that 


the ccpoa had sponsored the “three- 
strikes” law of 1994, a notorious sentencing 
measure that contributes to prison over- 
crowding. The state’s prison agency is per- 
manently at war with the union and accus- 
es it of obstructing reform. California’s 
governor, Arnold Schwarzenegger, had to 
climb down from open confrontation with 
the ccpoa in 2005, but is now proposing 
to privatise much of the state’s prison sys- 
tem precisely to evade its grip. 

The ccpoa (which did not reply to The 
Economist’s repeated requests for inter- 
views) returns the hostility. In its view, pri- 
son guards “walk the toughest beat in the 
state”, as its motto has it. In the Peacekeep- 
er, the union’s newspaper, the editor 
writes that guards “protect the good peo- 
ple of the world from the bad people”, 
while another entry reminds guards that 
“if you have been gassed and exposed to 
blood-borne pathogens. . .know that every 
minute counts.” This is no ordinary job, the 
union insists, and its members deserve a 
good deal. 

Yet the ccpoa’s influence may be 
waning, says Adrian Moore at the Reason 
Foundation, a think-tank in Los Angeles. In 
Mr Novey’s days, the union might have 
won an exemption from the furloughs of 
state workers now necessary because of 
the budget crisis; these days, it appears un- 
able to. Barry Krisberg at Berkeley’s law 
school says that the guards “have priced 
themselves out of the market”. They can’t 
push for even tougher laws, he says, at a 
time when prisons are so overcrowded 
that a federal court is threatening manda- 
tory inmate releases. And they can’t de- 
mand even more generous benefits during 
a fiscal catastrophe. The iron triangle-un- 
ion, prison builders and Republican law- 
makers-is coming apart, he thinks. Mr No- 
vey agrees; and many Californians are 
hoping they are right. ■ 


America's children 

Protecting the 
weakest 

NEWYORK 

The recession may hurt America’s 
vulnerable children 

O VER the past few years, a growing 
number of America’s parentless chil- 
dren have found homes. In 2008 there 
were 463,000 children in foster care, a sys- 
tem where the government places or- 
phans and children with parents who are 
abusive or unable to take care of them in 
the care of guardians. That is 11% down 
since 2002, and great news. But experts 
worry the trend might now go into reverse. 

Some welfare advocates fear that the 
bad economy may cause parents with 
frayed nerves to abuse and neglect their 
children, and even cause some to abandon 
them. Already, several hospitals across the 
country have reported an increase in the 
frequency and severity of injuries from 
child abuse. 

The most recent national data on child 
welfare available dates from September 
2008, before the recession was in full throt- 
tle; data from 2009 won’t be reported until 
later this year. But there is some question 
about whether the data, when reported, 
will even be accurate. Many states and 
counties, in an attempt to cope with their 
fiscal straits, are considering cutting down 
on child-welfare services, such as benefits 
for foster parents and the number of social 
workers they employ. The average work- 
load of caseworkers had already increased 
by 7% between 2006 and 2007, says Mary 
Hansen, of American University in Wash- 
ington, dc. With more budget cuts, there 
will be fewer caseworkers to take notice of 
abuse and neglect, she says, and it will be 
more difficult to find someone to report 
problems to, potentially skewing the col- 
lection data. 

In the meantime, more parents are try- 
ing to keep their families intact. New York 
Foundling, an agency in New York, runs a 
crisis centre, where parents can leave their 
children for up to three weeks. Requests for 
beds increased 20% in the last year. Safe 
Families, a non-profit outfit that places chil- 
dren in temporary homes with volunteer 
families until jobless parents can get back 
on their feet, saw the number of children it 
serviced triple in 2009, and it expects that 
number to double again in 2010. 

Most people are asking for help from 
Safe Families, says the organisation’s foun- 
der, David Anderson, because they don’t 
want to risk losing custody, as they would 
if they put their kids into foster care. 
Thankfully, the recession has actually 
spurred more volunteers to come forward, 
says Mr Anderson. ■ 
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Lexington | Is Barack Obama tough enough? 


Conservatives call him too weak to be a warrior. Tell that to the Taliban 



I F THERE is one thing conservatives agree on, it is that Barack 
Obama is not tough enough to be commander-in-chief. Some 
insinuate that he doesn’t love America enough to defend it 
wholeheartedly. Never before has a president “gone before so 
many foreign audiences to apologise for so many American mis- 
deeds, both real and imagined,” grumbles Mitt Romney, a once 
and no doubt future Republican presidential candidate. Even 
France is lecturing America on the dangers of appeasement, 
which is like “aig lecturing us on financial responsibility”, scoffs 
Tim Pawlenty, another aspirant. Mr Obama is “the groveller in 
chief”, says Michelle Malkin, a conservative blogger. 

An easy way to raise a cheer at the Conservative Political Ac- 
tion Conference in Washington last week was to bash the presi- 
dent for letting terrorists get “lawyered up”. To tumultuous ap- 
plause, Marco Rubio, a young Republican firebrand from Florida, 
urged a more robust approach: kill the terrorists or capture them, 
“get useful information from them” and then “bring them to justi- 
ce. ..in front of a military tribunal in Guantanamo, not a civilian 
courtroom in Manhattan.” An anti-Obama bumper-sticker 
asked: “So you’re for abortion but against killing terrorists?” 

Most of these barbs are bunk. Yes, Mr Obama favours trying 
Khalid Sheikh Mohammed, the alleged mastermind of Septem- 
ber nth 2001, in a civilian court. But that is not a sign of weakness. 
Several terrorists were successfully prosecuted in civilian courts 
under George Bush. And though Mr Obama is willing to admit 
his country’s failings, he is quite ruthless about blowing its ene- 
mies to scraps. American drones fired missiles at suspected Tali- 
ban and al-Qaeda leaders in Pakistan’s tribal areas 55 times last 
year, killing hundreds of jihadists and who knows how many ci- 
vilians. This year, the killing has accelerated; so far more than a 
dozen strikes have been reported. Mr Obama orders assassina- 
tions at a far brisker pace than George Bush ever did. For some 
reason, his habit of blowing up alleged terrorists and bystanders 
from the air causes less global outrage than the smothering of a 
lone Hamas operative, allegedly by Israel, in a hotel room in Du- 
bai. But whether you think it justified or not, it is hardly evidence 
that the president is “against killing terrorists”. 

After more than a year in power, Mr Obama has still not fig- 
ured out what to do with terrorist suspects captured on foreign 


soil. He has not yet fulfilled his promise to close the prison at 
Guantanamo Bay because he does not know what to do with the 
remaining inmates. Some are deemed too dangerous to release, 
but cannot easily be prosecuted. In some cases, evidence was ob- 
tained by coercion; in others, through intelligence sources that 
the administration does not want revealed in court. Mr Obama 
will not rule out holding them indefinitely without charge, but he 
knows this makes America look bad. He does not want to add to 
the problem by bringing more foreign jihadists into American 
custody. Instead, American forces are either killing them or let- 
ting less squeamish allies detain them. 

In September, for example, America tracked down a much- 
wanted terrorist in Somalia. Saleh Ali Nabhan was accused of 
helping to blow up the American embassies in Kenya and Tanza- 
nia in 1998, and was thought to have been the main liaison be- 
tween al-Qaeda and its Somali ally, al-Shabab. Had he been cap- 
tured and questioned, he could have been a mine of useful 
intelligence. But there is no functioning Somali government to 
hand him over to, so American helicopters vaporised him. This 
seems to be the rule, not the exception. A recent Washington Post 
investigation of Mr Obama’s war against al-Qaeda leaders 
abroad found “dozens of targeted killings and no reports of high- 
value detentions” by American forces. 

Suspected terrorists caught on American soil are of course tak- 
en into American custody. But those caught in Iraq are swifdy 
handed over to the Iraqis. Those spotted in Pakistan are detained 
by the Pakistanis-as several senior Taliban commanders were in 
recent weeks, thanks in part to American intelligence. America 
maintains a prison at Bagram air base in Afghanistan, but this 
will be turned over to the Afghans by the end of the year. None of 
these countries has a reputation for comfortable cells and polite 
jailers. In short, it is far from clear that Mr Obama’s policies have 
led to gentler treatment for terrorist suspects abroad. The oppo- 
site may be true. Hence the howls of anguish from human-rights 
activists who once thought Mr Obama was their man. Hence, 
also, the urgent need for a coherent detainee policy. 

Man of steel 

More generally, the notion that Mr Obama does not take serious- 
ly his responsibilities as commander-in-chief is risible. In Iraq, he 
is methodically withdrawing American troops as the country be- 
comes more capable of self-government. In Afghanistan, admit- 
tedly after dithering for far too long, he has picked a sound strat- 
egy and is seeing it through. The surge of nato troops into 
Helmand province appears to be working, at least so far. As for 
Iran, Mr Obama could always follow Sarah Palin’s advice and de- 
clare war on the mullahs so that people “decide, well, maybe he’s 
tougher than we think”. But that might have, well, negative con- 
sequences. Instead, he is trying to persuade China and Russia to 
go along with stiffer sanctions to hinder Iran’s nuclear ambitions. 
This may or may not work. The omens are not good: Iran an- 
nounced this week a plan to build two new uranium-enrichment 
plants inside mountains, where they will be harder to bomb. 
James Lindsay and Ray Takeyh argue, in Foreign Affairs, that Mr 
Obama should be thinking hard about how to contain Iran after 
it goes nuclear. The success of Mr Obama’s foreign policy will de- 
pend on his ability to choose between finely balanced evils. If he 
fails, it will not be for lack of steel. ■ 
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Corruption in Brazil 

The money trail 


SAO PAULO 

Many corruption scandals stem from the high cost of politics, and unrealistically 
tight campaign-finance rules 


W HERE money, politics and scandal 
meet in Brazil, there is usually a cam- 
era somewhere nearby to take the pictures 
that will make any later profession of in- 
nocence ring hollow. Roseana Sarney’s 
presidential bid was killed in 2002 when 
images of half a million dollars in bank- 
notes found at her husband’s office were 
broadcast on television. But the scandal 
that has been rumbling on since the end of 
November in Brasilia has bested all previ- 
ous efforts in this genre. 

The secretary of Jose Roberto Arruda, 
the governor of the Federal District, was 
filmed handing over bundles of cash to his 
boss’s various allies. They stuffed it down 
trousers, into handbags and, when other 
pockets were full, into socks. But this film 
has a surprising ending. On February 11th 
Mr Arruda was placed in police custody, to 
await trial for coercing a witness and at- 
tempting to destroy evidence. (His deputy 
governor has resigned over the affair, leav- 
ing the capital leaderless.) This is unusual 
in a country where politicians accused of 
corruption often lose nothing more pre- 
cious than their mandates or their digni- 
ty-and even then they seem to bounce 
back quickly. 

Fernando Collor, president from 1990 to 
1992, resigned to avoid impeachment for 
corruption but is now back in the senate. 
Nobody went to prison for the mensaldo, a 
vote-buying scandal that nearly destroyed 
President Luiz Inacio Lula da Silva’s gov- 


ernment in 2005 and which also featured 
money in unusual places (a party hack was 
arrested at an airport with $100,000 in his 
underwear and more cash in his luggage). 

Ms Sarney is now a state governor. Her 
father, Jose Sarney, a former president, is 
clinging to his job as the senate’s leader, de- 
spite claims of maladministration. His pre- 
decessor, Renan Calheiros, remains in the 
senate, despite corruption claims. In their 
case, nothing has been proven. 

Brazil is probably no more corrupt than 
other countries of similar size and wealth. 
It came out better than China and India 
and a long way ahead of Russia in the lat- 
est index of perceptions of corruption 
compiled by Transparency International, a 
German ngo. Brazil is blessed with com- 
petitive and aggressive media and tena- 
cious institutions that investigate such 
scandals, revolving around the public- 
prosecutor’s office, a semi-autonomous 
part of the federal government and its local 
equivalents. This scrutiny has a price: the 
government thinks that another watch- 
dog, the audit tribunal, is holding up 
spending on infrastructure unnecessarily. 

In Mr Arruda’s case it was a public pros- 
ecutor who collected the damning evi- 
dence. In exchange for more lenient sen- 
tencing Duval Barbosa, an aide to Mr 
Arruda, allowed himself to star in 30 vid- 
eos in which he handed over cash to allies 
in the state legislature. The money, as is 
usual in such scandals, is alleged to have 
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come from companies that had contracts 
to provide services to the government of 
the Federal District. Mr Arruda’s team 
claimed that the money was to buy panet- 
tones for Christmas, or comprised legal 
campaign donations. 

Tiransparencia, a Brazilian ngo, reck- 
ons that although some of the money un- 
covered in such scandals involves bribes, 
much of it goes towards funding election 
campaigns. Brazil has strict campaign-fi- 
nance laws. Gilberto Kassab, the mayor of 
Sao Paulo, is under investigation for receiv- 
ing a disallowed donation during his latest 
campaign. He denies any wrongdoing. He 
was suspended and then temporarily rein- 
stated pending the outcome of the investi- 
gation. Last year several state governors 
had their mandates ended for similar mis- 
demeanours. 

Campaigns are particularly expensive 
in a country where the electoral districts 
encompass an entire state or city. As in the 
United States, the sheer size and reach of 
government in Brazil mean that plenty of 
businesses feel that they have to remain on 
good terms with a wide range of politi- 
cians of all stripes by providing campaign 
donations. 

Gilmar Mendes, the president of the Su- 
preme Court, said this week that the prose- 
cution of Mr Arruda showed that Brazil is 
making progress in the fight against politi- 
cal corruption. That may be optimistic. A 
more gloomy view would be that Mr Ar- 
ruda was the governor of a small state and 
a representative of a party, the conserva- 
tive Democrats, that is of declining impor- 
tance. And his alleged skulduggery went 
on under the noses of the public-prosecu- 
tor’s office. A more practical lesson from 
the episode to aspiring politicians might be 
to check all pot plants, bags and office fur- 
niture for hidden cameras before dealing 
in large bundles of used banknotes. ■ 
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Presidential ambitions in Peru 

Political satire 


LIMA 

Jaime Bayly’s breath of fresh air 

W HEN it comes to Peruvian writers 
seeking the presidency, history 
threatens to repeat itself as farce. In 1990 
Mario Vargas Llosa, one of Latin America’s 
foremost novelists, enraged by a govern- 
ment attempt to nationalise his country’s 
banks, cast aside his pen and threw him- 
self into politics. Opinion polls at first 
made him a shoo-in for the presidency. 
Fortunately for the cause of literature, if 
not for Peruvian public life, he was defeat- 
ed by Alberto Fujimori. 

This month Jaime Bayly, a writer of hu- 
morous novels of rather lesser stature who 
is also a television talk-show host, has 
launched his candidacy for a presidential 
election due in April 2011. Like Mr Vargas 
Llosa, Mr Bayly is a liberal. But he is a high- 
ly irreverent one. Mop-haired and rum- 
pled, he talks freely about his bisexuality 
(he says that at the moment he prefers 
women but that this might once again 
change); his taste for mood-altering pills 
that are apparently damaging his liver; his 
past cocaine habit and his continuing 
fondness for an occasional joint. His televi- 
sion programmes, broadcast in Colombia 


and Peru (he previously worked in Miami), 
mercilessly mock Venezuela’s leftist presi- 
dent, Hugo Chavez. 

His policies are just as politically incor- 
rect. He favours legalising abortion and 
same-sex marriages. He would eliminate 
centuries-old privileges enjoyed by the 
Catholic church. He wants to abolish the 
armed forces and spend their budget on 
improving state schools. In another consti- 
tutional proposal-this one smacks of pop- 
ulism-he would cut the number of law- 
makers in Peru’s single-chamber Congress 
from 120 to just 25. He defies Peruvian na- 
tionalism by saying that the government 
should not have filed a claim against neigh- 
bouring Chile over their maritime-border 
dispute, because it will not win. 

A survey this month by Ipsos-APOYO, 
a polling firm, shows there is no clear fa- 
vourite in a crowded field of presidential 
wanabees. Only 22% backed the leading 
candidate, Luis Castaneda, the mayor of 
Lima. Mr Bayly has the support of 5%. He 
appeals to young voters, and could tap into 
the national frustration with traditional 
politicians. But he is from the Lima upper 
class. It remains to be seen whether he can 
appeal to poorer Peruvians. Or indeed 
whether he will run. Humour, seriousness 
and narcissism fight for supremacy within 
Mr Bayly’s ego. He may have some fun 
keeping Peru guessing. In a recent weekly 
column he mused about turning 50 in 2015, 
and said that by then he plans to write, tra- 
vel, have sex and smoke pot-not be “presi- 
dent of Peru or any other tribe.” ■ 


Canada's Mohawks 

Get out of our 
canoe 

OTTAWA 

When a Canadian is not a Canadian 

T HE dozen chiefs who make up the Mo- 
hawk Council of Kahnawake expected 
criticism when they began presenting evic- 
tion notices this month to 25 non-natives 
living on their 13,000-acre (5,260-hectare) 
reserve just south of Montreal. They 
hoped Canadians would understand their 
desire to protect a threatened language and 
culture, and refrain from interfering in in- 
ternal Mohawk affairs. But many saw their 
action as a racist and illegal denial of Cana- 
da’s constitutional Charter of Rights and 
Freedoms. Despite centuries of coexis- 
tence, the First Nations, as Canada’s indige- 
nous people call themselves, and other Ca- 
nadians still live in mutual incompre- 
hension. For a start the Mohawks do not 
see themselves as Canadians. 

The council passed a bylaw in 1984, sup- 
ported by the majority of the reservation’s 
8,000 residents, which stipulated that a 
person must have at least four Mohawk 
great grandparents to live or own property 
there. Any Mohawk who marries a non- 
native must leave. “Everyone knows the 
law: if you marry out, you stay out,” says 
Joe Delaronde, a spokesman for the coun- 
cil. “If we don’t protect who we are, we 
will become Canadian citizens.” 

Not such a terrible fate, you might 
think. But the leaders of many First Na- 
tions have been fighting assimilation for 
centuries. The Kahnawake reserve was 
originally set up by the French in 1716, 
when the Mohawks were their allies a- 
gainst the British. Shortly afterwards, some 
French traders were asked to leave. There 
have been many evictions since. A more 
prosaic reason is that First Nations receive 
federal money for social services only for 
officially registered natives. Yet there has 
also been a long history of intermarriage 
and adoption of non-natives. “Everyone in 
the community has mixed ancestry,” says 
Matthieu Sossoyan, an anthropologist. 

Canada’s minister of Indian affairs ad- 
mits the evictions make him “uncomfort- 
able” but says he can do nothing because 
First Nations have the right to say who 
lives on reserves. The chiefs say that rather 
than the Charter of Rights and Freedoms, 
their relations with non-natives are gov- 
erned by the Two-Row Wampum Treaty, 
agreed with Dutch traders in the 17th cen- 
tury. (The wampum, or beaded belt, 
showed two parallel lines on a pale back- 
ground.) This called for mutual non-inter- 
ference. “We stay in our canoe and you 
steer yours,” says Mr Delaronde. ■ 



In ever-closer union, divided we stand 

It's a tough life being a Latin American president nowadays, with so many summits to go 
to. The latest, involving 32 countries of Latin America and the Caribbean, took place this 
week in Playa del Carmen, a resort on Mexico's Caribbean coast. The leaders agreed to set 
up a permanent regional body. That seems sensible. But there is a subtext: despite 
protestations to the contrary, the new body will be a rival to the Organisation of 
American States, which includes the United States and Canada, but not Cuba. It also 
looks like a Mexican riposte to the Brazilian-inspired South American Union. And all this 
escalating summitry takes place as Latin America is more divided than ever, between its 
liberal democracies on the one hand and Venezuela and its allies on the other, with 
Brazil trying to paper over the divide. Time, perhaps, for fewer but better summits. 
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Tackling Japan's bureaucracy 

Floundering in the foggy fortress 


TOKYO 

The DPJ is finding that it needs to befriend its bureaucrats, as well as bash them 


Y OSUKE KONDO, 44 , is one of those 
Young Turks in Japan’s five-month-old 
government who took office eager to rein 
in Tokyo’s illustriously educated cadre of 
senior civil servants. What distinguishes 
Mr Kondo, however, is that he seems 
poised to succeed in this goal. So far the rest 
of the government has seemed more in- 
clined to work with the bureaucracy than 
against it. 

For Mr Rondo’s first target, he aimed 
high. He took on a man he refers to as “the 
Last Samurai”, Kazuhiko Takeshima. Mr 
Takeshima is the epitome of the well- 
rounded establishment figure. An eco- 
nomics graduate from the prestigious Uni- 
versity of Tokyo, he has headed the tax 
agency and since 2002 has run Japan’s Fair 
Trade Commission. Mr Takeshima has 
made a good name for himself as a trust- 
buster. But for years he has resisted efforts 
to allow firms to appeal in court against 
punishments for antitrust violations. In ef- 
fect, the commission acts as prosecutor 
and judge. As Mr Kondo notes wryly: “It’s 
an antitrust authority, but it keeps all the 
authority to itself.” 

Within a few months, Mr Kondo had 
won cabinet support for changing the anti- 
trust law and curbing Mr Takeshima’s 
power. He hopes an amended law will be 
approved in the current session of the Diet, 


or parliament. This would make it one of 
the rare cases where the ruling Democratic 
Party of Japan (dpj) has fulfilled its popu- 
lar manifesto pledge to bring powerful ele- 
ments of the bureaucracy to heel. As a 
fringe benefit for the dpj, which tends to 
back Japan’s trade unions, it also wins the 
party friends in business. 

Nonetheless, Mr Kondo, a former busi- 
ness journalist who once wrote a book on 
bureaucrats, has realised how valuable his 
own mandarins can be. As a deputy minis- 
ter in the Ministry of Economy, Trade and 
Industry (meti), he has six policy areas to 
oversee, which range from global warming 
to the troubles of Toyota, the carmaker. In 
addition, he helped draw up the govern- 
ment’s ten-year economic-growth strategy, 
released in December. 

He says his workload (from 7am to 
npm, he groans) is made heavier by the 
shortage of dpj politicians appointed to 
government posts: atop a civil service of 
290,000, there are just 63 dpj officials in 
central-government positions. It is so easy 
to get bogged down in day-to-day adminis- 
trative work that there is little time for stra- 
tegic policymaking. This is especially true 
when the Diet is sitting; government offi- 
cials have to attend every day. 

Mr Rondo’s experience will resonate in 
other corners of Kasumigaseki, Japan’s 
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Whitehall in central Tokyo that is the seat 
of the Japanese bureaucracy and whose 
name literally describes how many Japa- 
nese think of it-a Fortress of Fog. 

The dpj came to power in September 
promising to break the disreputable trian- 
gle linking the Liberal Democratic Party 
(ldp), the bureaucracy and big business. 
This triangle helped keep the ldp in power 
for almost 55 years. In its crassest form, in 
the booming 1980s, the model plumbed 
the depths of corruption and bad gover- 
nance. Business lobbied for contracts and 
support by pouring money into the party’s 
coffers and the mandarins’ pockets. The 
cash won the party elections and feath- 
ered the bureaucrats’ nests. With the ldp’s 
blessing, the mandarins made policy, to be 
rubber-stamped by the cabinet. Hence, the 
civil service wielded enormous power. 
However, it also squandered much of the 
prestige it had enjoyed for upholding a 
spirit of public service that dated all the 
way back to the glory days of the samurai 
era in the I7th-i9th centuries. 

The dpj’s pledge on taking office was to 
make policy decisions itself and ensure 
bureaucrats acted on those. In policymak- 
ing ministries such as meti, the Ministry 
of Finance and the Ministry of Foreign Af- 
fairs, civil servants say that by and large the 
transition has occurred smoothly and in- 
formation has flowed easily between 
elected and non-elected officials. 

Things are different, however, in parts 
of government closely associated with the 
ldp’s former largesse, such as the agricul- 
ture, transport, and construction minis- 
tries. When Seiji Maehara, the transport 
minister, forced Japan Airlines (jal), the 
national flag-carrier, into a court-adminis- 
tered bankruptcy, he reportedly had to ►► 
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► flout the wishes of his senior civil servants. 
He has also confounded them with his at- 
tempts to rethink the loss-making airport 
system. Japan has a staggering 97 airports, 
some planned on the basis of fanciful traf- 
fic assumptions made by bureaucrats who 
wanted a retirement sinecure. They got 
their golden parachute, or amakudari (de- 
scent from heaven), jal, forced to fly to 
their white elephants, got deeper into debt. 

As Japan heads towards upper-house 
elections in July, some expect the dpj to 
make a more public spectacle of bureau- 
crat-bashing. Support for the government 
has tumbled because of financial scandals 
surrounding Yukio Hatoyama, the prime 
minister, and Ichiro Ozawa, the dpj’s secre- 
tary-general. A candidate backed by the 
party suffered a stinging defeat in an elec- 
tion for governor of the southwestern pre- 
fecture of Nagasaki on February 21st. On 
the same day it lost heavily in a mayoral 
election in the Tokyo district of Machida 
City, home to many salaried workers who 
were considered a mainstay of dpj sup- 
port in last August’s general election. 

I’m a bureaucrat, get me outta here 

Administrative reform may not sound like 
a vote-winner ahead of this summer’s 
elections. But one of the dpj’s few tri- 
umphs in its first months in office was to do 
so in a way that suited Japanese tastes— as 
television drama. According to opinion 
polls, the public delighted in the spectacle 
last November of dpj officials hauling civil 
servants into a Tokyo gym to justify, under 
the glare of tv spotlights, their requests for 
budget allocations. 

Earlier this month Mr Hatoyama ap- 
pointed Yukio Edano, who helped lead 
these waste-busting efforts, as his new ad- 
ministrative-reform chief. He will shortly 
lead a similarly high-profile drive to tackle 
excessive spending in state-owned firms, 
another bureaucratic bunker. What is 
more, Mr Edano is a well-known critic of 
Mr Ozawa, the scandal-scarred secretary- 
general. The higher his profile, the more it 
may help offset the electoral liability that 
Mr Ozawa has become for the dpj. 

But to solve Japan’s most pressing pro- 
blems, such as debt and deflation, political 
reality-TV is not enough. It needs joined- 
up policymaking, and Japan’s bureaucrats 
and politicians are both still hopelessly 
short on remedies. The finance ministry 
blames the Bank of Japan for failing to 
tackle deflation. The central bank blames 
lax fiscal policy for the country’s debt. 

As one frustrated civil servant puts it, 
the dpj has yet to find a way to outsource 
most of the “busy work” to bureaucrats, so 
it can focus on such big-picture issues. 
“After all, bureaucrats now have plenty 
more time on their hands,” he says. The 
dpj may finally have seized power. For Ja- 
pan’s sake, it now has to learn the delicate 
art of delegation. ■ 


India's Naxalite insurgency 

Not a dinner party 


PHULWARI 

India’s Maoist guerrillas carry out two 
slaughters, then offer a truce 

S HORTLY before midnight on February 
17th residents of Phulwari, a village in 
India’s northern state of Bihar, were 
roused by gunfire, explosions and a shriek- 
ing mob. It was led by a few of the Maoist 
guerrillas encamped on a wooded ridge 
outside the village. Wearing camouflage- 
green uniforms, they carried assault rifles 
and explosives. Around 100 rival villagers, 
of the locals’ own Kora tribe, came with 
them, with bows and arrows and a few 
small children. 

Peeping from his mud hut, Kashi, a mid- 
dle-aged tribal, considered loosing off a 
few retaliatory arrows, dipped in poison. 
“But there were too many,” he recalled this 
week, standing beside the heap of fine, 
grey ashes that was his home. His aunt and 
nephew were incinerated inside it. Kashi’s 
brother-their husband and father-was 
shot dead while trying to flee with him. In 
all, 12 villagers were killed that night and 
around 30 houses destroyed. 

The destruction was selective. Most of 
Phulwari’s mud-and-thatch dwellings are 
untouched. Scattered patches of ash show 
where some families were singled out. 
Why is unclear. The villagers, most of 
whom have now left Phulwari, say they 
had angered the Maoists by refusing to do- 
nate a man or woman per household to 
them. But there is a rumour that, maybe 
after the guerrillas raped a woman, some 
villagers killed eight Maoists with their ar- 
rows. Kashi says he was among them; then 
retracts. “We are very scared,” he says. 
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That is understandable. The guerrillas 
are believed to have moved into Jhark- 
hand state, across the wooded ridge, but 
may return. The state police, 30 of whom 
have been deployed to Phulwari, are little 
deterrent. A nervous-looking lot, they are 
no match for Maoist marauders toting 
weapons stolen from (or sold by) their 
peers. Constable Arvind Kumar, pot-bel- 
lied and with an inveterate slouch to show 
for his 18 years in uniform, says he has prac- 
tised firing his rifle on only three occasions. 

Nor is this force likely to remain in Phul- 
wari long. With 50,000 policemen for a 
population of around 100m— or 50 per ►► 
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►100,000-Bihar has one of the most over- 
stretched forces in India. It is also, despite 
great recent improvements in its policing, 
one of the most criminal states: plagued by 
kidnappers, as well as an insurgency that 
to some degree affects 23 of its 38 districts. 

Yet the Maoists are much stronger else- 
where. Boasting an estimated 14,000 full- 
time guerrillas, and many more semi- 
trained sympathisers, they loosely control 
tracts of Jharkhand, Orissa and Chhattis- 
garh. They have also overrun a smaller, but 
spreading, area of West Bengal, where the 
Maoist struggle began in 1967-in the vil- 
lage of Naxalbari, from which the guerril- 
las, or Naxalites, take their name. On Feb- 
ruary 15th the Maoists stormed a camp, 
killing 24 Bengali police. The government 
estimates that they have influence in over 
a third of India’s 626 districts, with 90 see- 
ing “consistent violence”. According to the 
Institute for Conflict Management, in Del- 
hi, the insurgency cost 998 lives in eight 
states last year-compared with 377 lost in 
the better-known conflict in Kashmir. 

The government in Delhi is alarmed. Its 
home minister, Palaniappan Chidamba- 
ram, has promised to deploy an additional 
15,000 centrally trained police to the six 
most affected states by April-taking their 
number to around 75,000 in all. He has 
also badgered the state governments to 
make more aggressive use of them. They 
have done so, but splutteringly. Operations 
in the southern part of West Bengal have 
mainly underlined that the insurgency is 
more entrenched there than was previous- 
ly thought. The state’s main opposition Tri- 
namul Congress party, a member of the co- 
alition government in Delhi, has 
meanwhile criticised the anti-Naxalite op- 
erations. A state election is due next year 
and it may be looking for electoral support 
from the Maoists, of a kind that helped 
bring Jharkhand’s ruling party to power 
last year. On February 21st Jharkhand’s 
chief minister, Shibu Soren, promised to 
end operations against the insurgents and 
“accept their justified demands”. 

This adds up to rather less than the 
sweeping offensive reported by India’s 
press. But it seems to have put the wind up 
the Naxalites. Responding to an invitation 
from Mr Chidambaram for talks, their mil- 
itary chief, Koteswara Rao, known as Kish- 
enji, was reported this week to have of- 
fered the government a 72-day truce, from 
February 25th. Mr Chidambaram ap- 
peared underwhelmed. He issued a fax 
number for the Maoists to send him their 
promise to abjure violence and enter talks, 
with “no ifs, no buts and no conditions.” 
But if the Maoists show willing, the gov- 


Clarification: Last week's Banyan column used the term 
"Maratha" in a sense that was interchangeable with 
"Marathi" or "Marathi-speaker". "Maratha", however, 
also refers to one of the dominant castes in the state of 
Maharashtra, and so is potentially misleading. Many 
Marathis, in this sense, are not Marathas. 


ernment will find it hard to refuse them. 

Yet the prospects for a negotiated end to 
the conflict look poor. The Naxalites claim 
to be fighting for better treatment of mar- 
ginalised tribals; but deny the government 
access to areas they control. Nor do their 
leaders appear to harbour democratic am- 
bitions. They are scathing of their Maoist 
cousins in Nepal-to whom they have no 
close link-for having quit the jungle and 
contested elections in 2008. 

For the moment, moreover, despite re- 
ports of factionalism, the Maoists’ influ- 
ence is growing. By “taxing” companies 
drawn to east India’s rich coal and metal 
deposits, they are also getting rich. “You 
will not find any businessman who has 
been attacked,’ says Ajit Doval, a former 
head of India’s Intelligence Bureau, “only 
poor tribals and policemen.” ■ 



Western aims in Afghanistan 

Played for fools 


KABUL 

Hamid Karzai’s shenanigans make the 
going even harder for NATO 

E VER since the aftermath of last year’s 
disastrous presidential election in Af- 
ghanistan, Western diplomats have been 
talking tough about the need for thorough 
reform of the country’s rotten electoral sys- 
tem. Never again, the envoys said, would 
foreign governments pour cash into a 
machine that was controlled by the presi- 
dent, Hamid Karzai (above), oversaw fraud 
on an epic scale and handed a propaganda 
coup to the Taliban. 

They promised that foreign support for 
the next parliamentary election, due in 
September, would depend on a cull of 
dodgy officials from the Independent Elec- 
tion Commission (iec), the body that or- 
ganised the voting. Most felt that Mr Karzai 
should lose the right to appoint its chair- 
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man and leadership board. 

They also said that he would not be al- 
lowed to weaken the Electoral Complaints 
Commission (ecc), a watchdog that has 
been controlled by a majority of non-Af- 
ghan officials. Citing large-scale fraud, it or- 
dered the disqualification of nearly 1m 
votes that had gone to Mr Karzai in the 
presidential election. 

Mr Karzai’s response to these foreign 
entreaties came this week with the publi- 
cation of a presidential decree, issued 
while parliament was in recess. It leaves 
the iec entirely unreformed. Moreover, it 
strips the United Nations of the power to 
appoint the majority of the ecc’s inde- 
pendent members. That prerogative is 
now to be held exclusively by Mr Karzai. 

Foreign activists were astonished by 
the president’s chutzpah. A former mem- 
ber of the ecc said he was too angry to 
comment. However, those diplomats who 
had once claimed that reform of the com- 
missions was a non-negotiable condition 
were muted in their criticism. They know 
that in their various tussles with Mr Karzai 
over the years they have nearly always 
ended up on the losing side. 

One senior diplomat expressed the 
meek hope that the ecc might be both 
transparent and “Afghanised” because of 
a gentlemen’s agreement struck between 
Mr Karzai and Kai Eide, the United Na- 
tion’s outgoing boss in Afghanistan. Ac- 
cording to that bargain, two of the ecc’s 
five commissioners are to be foreigners. 
Even so, they will not have the controlling 
vote, which proved crucial during last 
summer’s fiasco. Without it, the foreign 
commissioners would not have been able 
to deprive Mr Karzai of the first-round vic- 
tory he craved. 

At the same time Mr Karzai has refused 
to go along with an American plan to use 
the parliamentary recess to pass an anti- 
corruption decree. Drafted by Ashraf 
Ghani, a former finance minister and presi- 
dential candidate, the order would have 
fulfilled a promise the Americans thought 
they had secured at an international con- 
ference on Afghanistan in London in Janu- 
ary. It might even have given teeth to the 
existing anti-corruption body. 

Kabul was not the only source of dispir- 
iting news for nato. The optimism that 
marked the first stages of Operation Mush- 
tarak, a joint nato and Afghan effort to 
stamp out the Taliban in a part of Helmand 
province called Marja, has begun to sag. 
The new mood had been fuelled by stories 
of the overwhelming force of American, 
British and Afghan forces making “steady 
progress” against insurgents. General Stan- 
ley McChrystal, the commander of the 
NATO-led international coalition, has 
been at pains to stress that their project is 
not so much aimed at killing insurgents as 
at building a legal government in the area 
and “protecting the population”. ►► 
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That message was battered on Febru- 
ary 21st, when nato air strikes killed as 
many as 27 civilians, who were travelling 
in vehicles on the northern edge of Uruz- 
gan province, one of Helmand’s neigh- 
bours. The government in Kabul described 
the attack as “unjustifiable”. General 
McChrystal went on national television to 
make an abject apology to the “great peo- 
ple of Afghanistan”. Few Afghans were in 
a forgiving mood, however, having al- 
ready heard so many foreign generals pro- 
mise to stop killing civilians. 

It was in Uruzgan, too, that high-mind- 
ed theories of counter-insurgency 
bumped against hard reality in another 


T HEY sew bras, peel shrimps, build 
blocks of flats and haul fishing-nets. In 
return, migrant workers in Thailand are 
paid poorly, if at all, and face exploitation 
and abuse at the hands of employers and 
the security forces. Up to 3m migrants, 
many undocumented and mostly from 
Myanmar, fall into this category. So a 
scheme to start registering this workforce 
and bring it into the legal fold sounds like a 
step forward. Migrants have been ordered 
to apply to their home countries for special 
passports so that they can work legally in 
Thailand and, in theory, enjoy access to 
public services, such as health care. 

But the plan has run into practical and 
political difficulties, mostly among work- 
ers from Myanmar, who rightly fear their 
awful government and do not want to re- 
turn home, even temporarily. Many are un- 


way this week. The Dutch government col- 
lapsed on February 20th, after finding it- 
self unable to agree on an answer to 
nato’s request that it reconsider plans to 
withdraw its troops from Uruzgan in Au- 
gust. The role of those 2,000 Dutch sol- 
diers could be filled by some of the 30,000- 
strong surge of American troops ordered 
by President Barack Obama. But it would 
be a serious setback were one of the more 
active of America’s nato allies to quit Af- 
ghanistan. And the Dutch row could add to 
the popular pressure on other European 
governments to pull out their soldiers. So, 
too, could the outcry if another round of 
national voting descends into chaos. ■ 


aware of the registration drive. So the first 
applicants have come mostly from mi- 
grants from Laos and Cambodia, where 
the authorities are more willing to help. 

The Thai government says 400,000 
Myanmar nationals have so far joined the 
process. Under pressure, the Thai govern- 
ment has reportedly modified its original 
deadline of February 28th for filing papers. 
Now that is the deadline only for migrants 
to fill in a form agreeing to go through the 
“nationality verification” process. They 
have until the end of March to submit 
forms to their home government. 

But Thailand has not lifted its threat to 
arrest and deport migrants who do not 
comply by the new deadline. The govern- 
ment apparently believes that unregis- 
tered foreigners are a security threat. This 
raises the spectre of mass expulsions on a 


scale not seen since the 1990s. Jorge Busta- 
mante, a United Nations official in Geneva 
dealing with migrant rights, has said that 
this would breach Thailand’s human- 
rights obligations, since workers might 
also be asylum-seekers. 

This argument is unlikely to sway a gov- 
ernment that shows increasing contempt 
for refugees. In December it expelled more 
than 4,000 Hmong to Laos, including 158 
refugees recognised as such by the un. 
Most were packed off to a remote camp. A 
Thai-government spokesman has claimed 
that the 158 refugees were happy to be in 
Laos. Foreign diplomats in Bangkok, still 
fuming over the expulsion, doubt it. 

Kicking out millions of migrants who 
do dirty, low-paid jobs would be unpopu- 
lar with Thai companies. Too few locals 
are willing to take their place. Garment fac- 
tories in Thai-Myanmar border towns 
such as Mae Sot would probably go bank- 
rupt if they had to offer decent wages and 
benefits. Fisheries and plantations also de- 
pend on imported labour. The govern- 
ment, however, believes that deported 
workers would soon be replaced by others 
eager to escape misery in Myanmar. 

Not all foreign workers are under the ra- 
dar; over 1.3m migrants registered in 2009 
for work permits under the old system. 
These are the workers whose nationality 
Thailand wants to verify first, before tack- 
ling the rest. But being a legal migrant in 
Thailand confers few benefits. Workers are 
still at the mercy of employers who can 
cheat them of their wages and dismiss 
them summarily. Complaining can be fu- 
tile or worse. Workers face extortion, rape 
and even murder by the very officials sup- 
posed to be protecting them, according to 
Human Rights Watch (hrw), a watchdog 
that this week released a report on the 
abuses suffered by migrants. It noted that 
officials treat them like “walking atms”. 

There is little reason to believe that 
holding a special passport would protect 
migrants from rapacious cops and stingy 
employers, says hrw’s Phil Robertson. 
Migrants will still be unable to travel freely 
or organise into unions. In some provinces 
it is illegal for them to use mobile phones. 
Labour-inspectors pay little heed. 

Employers have the upper hand and 
can keep down labour costs, but at a price 
to Thailand’s competitiveness. Surveys of 
Thai workers show a steady decline in 
their productivity, says Pracha Vasuprasat, 
an expert on migration at the International 
Labour Organisation. An abundance of 
poorly paid migrants means less incentive 
to upgrade to a more skilled workforce. 
Thailand’s is not the only Asian economy 
hooked on cheap labour. Neighbouring 
Malaysia also depends on millions of 
guest-workers. So much so that its home 
minister, Hishammuddin Hussein, has 
suggested that, to lessen the dependence, 
political refugees be allowed to work. ■ 
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China's National People's Congress 

Democracy in 
action 

BEIJING 

Making sure that China’s supreme 
legislative body is toothless 

Y 'AO LIFA, a primary schoolteacher who 
in 1998 became one of the first legisla- 
tors in China to be elected without the 
backing of the Communist Party, is wearily 
resigned to frequent summons by the po- 
lice. As China’s rubber-stamp parliament, 
the National People’s Congress (npc), pre- 
pares for its annual session from March 
5th, jittery authorities are stepping up sur- 
veillance of Mr Yao and others they fear 
might use the occasion to air grievances 
about the party’s grip. 

The cautious experiment with grass- 
roots democracy that saw Mr Yao elected 
to his town’s legislature in the province of 
Hubei was all too brief. By the next poll in 
2003, Mr Yao-by then lionised as a daring 
independent political voice even by some 
official newspapers-had no chance of 
winning again. A handful of other inde- 
pendent candidates did manage to gain 
seats that year in county and township 
“people’s congresses”. But in the following 
elections in 2006 and 2007, the authorities 
did all they could to stop them winning, 
from gerrymandering and vote-rigging to 
intimidation. Mr Yao says he was detained 
five times last year to keep him quiet dur- 
ing politically sensitive occasions, includ- 
ing the npc session last March. 

As usual, China is preparing for the up- 
coming parliamentary meeting with a pro- 
paganda blitz about the session’s impor- 
tance as a conduit for public opinion. 
Online opinion polls seek votes on the top- 
ics of most interest at the meeting. Corrup- 
tion, income disparities and soaring house 
prices rate highly. But internal directives 
suggest that in recent years the party has 
been keeping tight control on the legisla- 
ture in an effort to minimise embarrass- 
ment to the party leadership. 

That the party should worry at all may 
seem odd. Communist Party members ac- 
count for fewer than 6% of China’s people, 
but more than 70% of the 2,987 delegates 
appointed in 2008 for a five-year term to 
the npc. In lower-level congresses, esti- 
mates one party researcher, the ratio is nor- 
mally 60-70%, with more than half of the 
seats usually taken by “leading officials”. 
Nearly 9% of national legislators are mem- 
bers of the armed forces. A similar share 
are senior party and government officials 
and senior academics. Almost all dele- 
gates at every level, though nominally 
elected (either by lower-level congresses 
or by the public in the case of the lowest 
tiers), are in fact selected by the party. Vot- 


ing is almost always a formality. 

But the party does not leave it at that. It 
gives its hand-picked representatives a bit 
of leeway to moan about house prices, or 
even corruption. But it goes to extra lengths 
to make sure that important laws or leader- 
ship appointments are passed with a mini- 
mum of dissent. The national legislature is 
made up of 35 delegations. Two represent 
Hong Kong and Macau, where the party 
keeps its head down. But the rest have their 
own party cells whose job it is to ensure 
that members toe the line. 

In 2008 leaders met party officials in 
the npc to stress the importance of secur- 
ing resounding endorsements for the 
party’s choices for top national posts. This 
included the re-election of President Hu 
Jintao and the prime minister, Wen Jiabao. 
Apparently to prevent critical comments 
from leaking to the press, the internal bul- 
letins circulated among the delegations to 
keep them informed of each others’ dis- 
cussions were banned from mentioning 
what delegates said about official appoint- 


ments. Such comments were to be relayed 
directly to the party leadership. Until the 
voting, even the names of the officials up 
for election were to be kept secret. Since 
2007 each delegation has had to name a se- 
crecy officer to enforce such rules. That 
year foreign journalists were barred from 
any meeting taking place next to a room 
being visited by a senior leader. The party 
did not want leaders buttonholed. 

Displays of discontent outside the 
Great Hall of the People where the npc 
convenes are another cause for concern. 
The npc received 227,000 petitions by ag- 
grieved citizens in 2006, up from 100,000 
in 2004. This prompted officials to order 
more strenuous efforts to keep petitioners 
from flocking to Beijing, and certainly well 
away from the meetings. Activists such as 
Mr Yao are targets. He says he was detained 
by police for more than an hour this month 
when he tried to visit the American em- 
bassy in Beijing. His travails as a would-be 
legislator, the authorities clearly believe, 
are an internal affair, not for foreign ears. ■ 


Animal welfare in China 

Off the menu 

BEIJING 

The right to eat cats and dogs is under threat 


AT THE National People’s Congress (see 
/\main story), the Communist Party 
decides what laws to draft and when 
they get passed. But public pressure is 
beginning to count, too. An attempt to 
persuade the Congress to ban the eating 
of dog- and cat-meat has captivated the 
Chinese press and caused an uproar. 

A proposed animal-rights law, circu- 
lated in draft last September by Chinese 
activists and legal experts, would be the 
first of its kind in a country where animal 
welfare rarely seems a priority. Pigs des- 
tined for slaughter are often seen 
crammed excruciatingly tightly in cages 
on the backs of lorries. In safari parks 
visitors happily pay to dangle live chick- 
ens into lions’ dens, or even to have a live 
calf dragged by its legs behind a jeep 
past ravenous tigers. But a fast- 
growing middle class, despite 
enjoying gory outings, is also 
fond of pet dogs and cats. 

This creates conflict 
with ancient eating habits. 

Dogs are a popular dish in 
many parts of China, not 
least among ethnic Kore- 
ans in the north-east. Dog 
restaurants are also common 
in Beijing. Many believe that 
eating dog helps keep the 
human body warm in win- 
ter. Cats are popular in 
southern China. The sweet- 


tasting meat has been served to your 
correspondent, diced into small cubes 
reassembled in feline form with fur- 
stripped paws sticking in the air. The 
wretchedness of its foreshortened life 
was left to the imagination. 

Dogs were once banned in many 
urban areas, but in recent years the gov- 
ernment has caved in to soaring demand. 
For each household Beijing still has a 
one-dog policy and decrees that they 
must not be taller than 35cm (14 inches). 
They are nonetheless ubiquitous. 

The proposed law would make the 
“illegal consumption or sale” of dog- or 
cat-meat punishable by a fine of up to 
5,000 yuan ($730) or imprisonment for 
up to 15 days. But opponents are stilj 
many and vociferous both in the press 
and online. Dog-eating, they ar- 
gue, is a time-honoured tradi- 
tion and China is not yet. 
ready for Western-sty|e 
prissiness about consum- 
ing such animals. Perhaps, 
they suggest hopefully, the 
word “illegal” could be 
taken to mean that there 
might still be a legal way of 
killing cats and dogs for the 
table. The Congress admitted 
two years ago that better laws 
were needed to prevent 
cruelty to animals. But this 
one is not yet on the agenda. 
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Banyan | The mother of all dictatorships 


To understand North Korea, look not to Confucius or the Soviet Union, but to fascist 1930s Japan 



T HE face that North Korea presents to the world is widely held 
to be unreal. Kim Jong 11 once told Madeleine Albright, Bill 
Clinton’s secretary of state, that the bombast in honour of him- 
self and his late, great father, Kim 11 Sung, was so much nonsense. 
Bruce Cumings, an historian, wonders what Mr Kim can be 
thinking, “standing there in his pear-shaped polyester pantsuit, 
pointy-toed elevator shoes, oversize sunglasses of malevolent 
tint, an arrogant curl to his feminine lip. ..and a perpetual bad- 
hair day? He is thinking, get me out of here.” 

The notion that North Korea does not always believe what it is 
doing colours even diplomacy, which may soon start up again 
after months of tantrums on the part of the North. The aim is to 
get North Korea to give up its nuclear programmes as a prelude to 
normalising relations on the Korean peninsula. Many policy- 
makers in America believe-against the evidence-that Mr Kim 
can be persuaded to do a deal. Some think that behind his antag- 
onism lurks a desire for accommodation-and even an alliance. 

A new book*, by Brian Myers at South Korea’s Dongseo Uni- 
versity, shows just how wishful such thinking is. Dismissing 
what the North Korean regime tells the outside world, the author 
looks instead at North Korea’s domestic propaganda, the Kim 
family cult and the country’s official myths. From these he pieces 
together what North Koreans are supposed to believe. He con- 
cludes that Mr Kim’s power is based not just on surveillance and 
repression. Nor can its survival be ascribed simply to the effective 
brainwashing of the population. Rather, the personality cult pro- 
ceeds from powerful myths about race and history. 

Ideas of racial purity lie at the heart of North Koreans’ self-im- 
age. Since the regime’s founding, they have been taught to think 
that they are a unique race, incapable of evil. Virtue, in turn, has 
made Koreans as vulnerable as children. Korea’s history, the re- 
gime insists, is the history of a child-race abused by adults-Chi- 
nese, Japanese and American. Pure, spontaneous and naive, Ko- 
reans need a caring, protective leader. The upshot is the Kims’ 
peculiar cult, of state-sponsored infantilism. 

You see no chin-thrusting depictions of father or son on the 
monumental streets of Pyongyang. In art as in life, both Kims are 
effeminate and podgy. Warnings against fleeing to China are con- 
veyed as directed at a squirrel who wanders too far. In paintings. 


Kim II Sung tucks children into bed. The nation lies at the “breast” 
of Kim Jong 11 and his party. As commander-in-chief of the armed 
forces, Mr Kim is even called “Mother General”. 

There is a precedent for this weirdly hermaphroditic parent 
figure: Emperor Hirohito in fascist, imperial Japan. Then Hirohito 
was depicted as the heart of a pure nation, which was ready to 
die for him because emperor and people were one. When Japan 
ruled Korea from 1905-45, racist ideologues said that the two 
countries shared the same bloodline. They were both members 
of the winning racial team. 

After the second world war, Mr Myers recounts, Kim 11 Sung 
kicked the Japanese off the team and pinched all their ideas. For- 
mer propagandists for the Japanese were set to work manufactur- 
ing North Korean myths. Mount Paektu was endowed with Fuji- 
like sacred status. Kim was painted atop a white charger, like one 
Hirohito used to ride. And, like Hirohito until Japan’s surrender, 
Kim Jong II, like his father before him, was not heard speaking by 
his people in public broadcasts. To an extent, such fascism has 
worked. Many North Koreans see the mass robotic gymnastics of 
the Arirang games (which bore Kim Jong II rigid) not as a grim Sta- 
linist display but as a celebration of pure blood and homogeneity. 

The counterpart to a childish state at home is a hostile world 
outside. For this Japan and, especially, imperialist America are es- 
sential. Mr Myers conveys well the intensity of race-hatred direct- 
ed at America. Americans are chillingly scorned as miscegenated 
“bastards”, in contrast to pure-blooded Koreans. Again, myths are 
recycled from militarist Japan. Christian missionaries are said to 
inject innocent Korean children with fatal bacilli. The author 
valuably describes how propagandists depict diplomatic over- 
tures by South Korea and America as quaking capitulations. Aid 
becomes tribute, so aid-bags stamped with the stars-and-stripes 
are tolerated when turned into use as holdalls. All this has a bear- 
ing as the diplomatic merry-go-round cranks up again. 

End games 

Mr Myers wonders why Mr Kim would ever give up confronta- 
tion with America when his legitimacy rests upon it. After a 
deadly famine in the mid-1990s and, in recent weeks, a bungled 
currency confiscation, he has no interest in claiming to stand for 
material prosperity. Anyway, South Korea wins that competition 
hands-down. Rather, nuclear crises since 1994-and the detona- 
tion of a first nuclear device in 2006-allow him to present him- 
self as the nation’s defender against aggression. In 2009 the coun- 
try’s “military-first” policy, making the armed forces the nation’s 
highest priority, was even enshrined in the constitution. Fascism 
is Mr Kim’s last refuge. Giving up nuclear weapons would spell 
the end. So he negotiates with America not to end tensions, but to 
manage them: neither all-out war nor all-out peace. 

What would bring the regime down, then? Thanks to the ad- 
vancing creep of knowledge, North Koreans know that the South 
is richer by far. But the propaganda state has found a way around 
that. South Koreans may be rich, but they are desperately unhap- 
py because they are under the thumb of the despised Yankees. 
Harder to deal with, by far, would be to find out that South Kore- 
ans are content in their republic. ■ 


*The Cleanest Race: How North Koreans See Themselves-And Why It Matters. By B.R. 
Myers. Melville House; 200 pages; $24.95 
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We have to put our arms around 
an abundance of information. 

I've standardized on 
agile ECM from Laserfiche. 

2009 Texas CIO of the Year 

Caren Skipworth, Collin County, TX 



Agile ECM from Laserfiche is a rapidly-deployable, easily-configurable solution that 
delivers immediate improvements throughout the enterprise. With a unique approach 
that balances the IT department's need for control with other departments' need for 
flexibility, Laserfiche: 

► Eliminates information silos and ensures enterprise-wide access to content. 

► Improves data governance and facilitates regulatory compliance. 

► Streamlines business process management. 

Laserfiche can help you control unstructured content and generate value from 
your information. 

Download the Collin County case study at laserfiche.com/abundance. 


Laserfiche 


© 2010 Laserfiche. Laserfiche is a registered trademark of Compulink Management Center, Inc. All rights reserved. 
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Information has gone from scarce to superabundant. That brings huge 
new benefits, says Kenneth Cukier— but also big headaches 


W HEN the Sloan Digital Sky Survey 
started work in 2000, its telescope in 
New Mexico collected more data in its first 
few weeks than had been amassed in the 
entire history of astronomy. Now, a decade 
later, its archive contains a whopping 140 
terabytes of information. A successor, the 
Large Synoptic Survey Telescope, due to 
come on stream in Chile in 2016, will ac- 
quire that quantity of data every five days. 

Such astronomical amounts of infor- 
mation can be found closer to Earth too. 
Wal-Mart, a retail giant, handles more than 
lm customer transactions every hour, feed- 
ing databases estimated at more than 2.5 
petabytes-the equivalent of 167 times the 
books in America’s Library of Congress 
(see box later in this article for an explana- 
tion of how data are quantified). Facebook, 
a social-networking website, is home to 40 
billion photos. And decoding the human 
genome involves analysing 3 billion base 
pairs-which took ten years the first time it 
was done, in 2003, but can now be 
achieved in one week. 

All these examples tell the same story: 
that the world contains an unimaginably 
vast amount of digital information which 
is getting ever vaster ever more rapidly. 
This makes it possible to do many things 
that previously could not be done: spot 
business trends, prevent diseases, combat 
crime and so on. Managed well, the data 
can be used to unlock new sources of eco- 


nomic value, provide fresh insights into 
science and hold governments to account. 

But they are also creating a host of new 
problems. Despite the abundance of tools 
to capture, process and share all this infor- 
mation-sensors, computers, mobile 
phones and the like-it already exceeds the 
available storage space (see chart 1, next 
page). Moreover, ensuring data security 
and protecting privacy is becoming harder 
as the information multiplies and is shared 
ever more widely around the world. 

Alex Szalay, an astrophysicist at Johns 
Hopkins University, notes that the prolifer- 
ation of data is making them increasingly 
inaccessible. “How to make sense of all 
these data? People should be worried 
about how we train the next generation, 
not just of scientists, but people in govern- 
ment and industry,” he says. 

“We are at a different period because of 
so much information,” says James Cortada 
of ibm, who has written a couple of dozen 
books on the history of information in 
society. Joe Hellerstein, a computer scien- 
tist at the University of California in Berke- 
ley, calls it “the industrial revolution of 
data”. The effect is being felt everywhere, 
from business to science, from govern- 
ment to the arts. Scientists and computer 
engineers have coined a new term for the 
phenomenon: “big data”. 

Epistemologically speaking, informa- 
tion is made up of a collection of data and ►► 
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► knowledge is made up of different strands 
of information. But this special report uses 
“data” and “information” interchangeably 
because, as it will argue, the two are in- 
creasingly difficult to tell apart. Given 
enough raw data, today’s algorithms and 
powerful computers can reveal new in- 
sights that would previously have re- 
mained hidden. 

The business of information manage- 
ment-helping organisations to make 
sense of their proliferating data-is grow- 
ing by leaps and bounds. In recent years 
Oracle, ibm, Microsoft and sap between 
them have spent more than $15 billion on 
buying software firms specialising in data 
management and analytics. This industry 
is estimated to be worth more than $100 
billion and growing at almost 10% a year, 
roughly twice as fast as the software busi- 
ness as a whole. 

Chief information officers (cios) have 
become somewhat more prominent in the 
executive suite, and a new kind of profes- 
sional has emerged, the data scientist, who 
combines the skills of software program- 
mer, statistician and storyteller/artist to ex- 
tract the nuggets of gold hidden under 
mountains of data. Hal Varian, Google’s 
chief economist, predicts that the job of 
statistician will become the “sexiest” 
around. Data, he explains, are widely 
available; what is scarce is the ability to ex- 
tract wisdom from them. 

More of everything 

There are many reasons for the informa- 
tion explosion. The most obvious one is 
technology. As the capabilities of digital 
devices soar and prices plummet, sensors 
and gadgets are digitising lots of informa- 
tion that was previously unavailable. And 
many more people have access to far more 
powerful tools. For example, there are 4.6 
billion mobile-phone subscriptions 
worldwide (though many people have 
more than one, so the world’s 6.8 billion 
people are not quite as well supplied as 
these figures suggest), and 1 billion-2 bil- 
lion people use the internet. 

Moreover, there are now many more 
people who interact with information. Be- 
tween 1990 and 2005 more than 1 billion 
people worldwide entered the middle 
class. As they get richer they become more 
literate, which fuels information growth, 
notes Mr Cortada. The results are showing 
up in politics, economics and the law as 
well. “Revolutions in science have often 
been preceded by revolutions in measure- 
ment,” says Sinan Aral, a business profes- 
sor at New York University. Just as the mi- 
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croscope transformed biology by exposing 
germs, and the electron microscope 
changed physics, all these data are turning 
the social sciences upside down, he ex- 
plains. Researchers are now able to under- 
stand human behaviour at the population 
level rather than the individual level. 

The amount of digital information in- 
creases tenfold every five years. Moore’s 
law, which the computer industry now 
takes for granted, says that the processing 
power and storage capacity of computer 
chips double or their prices halve roughly 
every 18 months. The software programs 
are getting better too. Edward Felten, a 
computer scientist at Princeton University, 
reckons that the improvements in the algo- 
rithms driving computer applications 
have played as important a part as Moore’s 
law for decades. 

A vast amount of that information is 
shared. By 2013 the amount of traffic flow- 
ing over the internet annually will reach 
667 exabytes, according to Cisco, a maker 
of communications gear. And the quantity 
of data continues to grow faster than the 
ability of the network to carry it all. 

People have long groused that they 
were swamped by information. Back in 
1917 the manager of a Connecticut manu- 
facturing firm complained about the ef- 
fects of the telephone; “Time is lost, confu- 
sion results and money is spent.” Yet what 
is happening now goes way beyond incre- 
mental growth. The quantitative change 
has begun to make a qualitative difference. 

This shift from information scarcity to 
surfeit has broad effects. “What we are see- 
ing is the ability to have economies form 
around the data-and that to me is the big 
change at a societal and even macroeco- 
nomic level,” says Craig Mundie, head of 
research and strategy at Microsoft. Data are 
becoming the new raw material of busi- 
ness: an economic input almost on a par 


with capital and labour. “Every day I wake 
up and ask, ‘how can I flow data better, 
manage data better, analyse data better?” 
says Rollin Ford, the cio of Wal-Mart. 

Sophisticated quantitative analysis is 
being applied to many aspects of life, not 
just missile trajectories or financial hedg- 
ing strategies, as in the past. For example, 
Farecast, a part of Microsoft’s search en- 
gine Bing, can advise customers whether 
to buy an airline ticket now or wait for the 
price to come down by examining 225 bil- 
lion flight and price records. The same idea 
is being extended to hotel rooms, cars and 
similar items. Personal-finance websites 
and banks are aggregating their customer 
data to show up macroeconomic trends, 
which may develop into ancillary busi- 
nesses in their own right. Number-crunch- 
ers have even uncovered match-fixing in 
Japanese sumo wrestling. 

Dross into gold 

“Data exhaust”-the trail of clicks that in- 
ternet users leave behind from which val- 
ue can be extracted-is becoming a main- 
stay of the internet economy. One example 
is Google’s search engine, which is partly 
guided by the number of clicks on an item 
to help determine its relevance to a search 
query. If the eighth listing for a search term 
is the one most people go to, the algorithm 
puts it higher up. 

As the world is becoming increasingly 
digital, aggregating and analysing data is 
likely to bring huge benefits in other fields 
as well. For example, Mr Mundie of Micro- 
soft and Eric Schmidt, the boss of Google, 
sit on a presidential task force to reform 
American health care. “Early on in this pro- 
cess Eric and I both said: ‘Look, if you really 
want to transform health care, you basical- 
ly build a sort of health-care economy 
around the data that relate to people’,” Mr 
Mundie explains. “You would not just 
think of data as the ‘exhaust’ of providing 
health services, but rather they become a 
central asset in trying to figure out how you 
would improve every aspect of health 
care. It’s a bit of an inversion.” 

To be sure, digital records should make 
life easier for doctors, bring down costs for 
providers and patients and improve the 
quality of care. But in aggregate the data 
can also be mined to spot unwanted drug 
interactions, identify the most effective 
treatments and predict the onset of disease 
before symptoms emerge. Computers al- 
ready attempt to do these things, but need 
to be explicitly programmed for them. In a 
world of big data the correlations surface 
almost by themselves. » 
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► Sometimes those data reveal more than 
was intended. For example, the city of 
Oakland, California, releases information 
on where and when arrests were made, 
which is put out on a private website, Oak- 
land Crimespotting. At one point a few 
clicks revealed that police swept the whole 
of a busy street for prostitution every eve- 
ning except on Wednesdays, a tactic they 
probably meant to keep to themselves. 

But big data can have far more serious 
consequences than that. During the recent 
financial crisis it became clear that banks 


and rating agencies had been relying on 
models which, although they required a 
vast amount of information to be fed in, 
failed to reflect financial risk in the real 
world. This was the first crisis to be sparked 
by big data-and there will be more. 

The way that information is managed 
touches all areas of life. At the turn of the 
20th century new flows of information 
through channels such as the telegraph 
and telephone supported mass produc- 
tion. Today the availability of abundant 
data enables companies to cater to small 


niche markets anywhere in the world. Eco- 
nomic production used to be based in the 
factory, where managers pored over every 
machine and process to make it more effi- 
cient. Now statisticians mine the informa- 
tion output of the business for new ideas. 

“The data-centred economy is just na- 
scent,” admits Mr Mundie of Microsoft. 
“You can see the outlines of it, but the tech- 
nical, infrastructural and even business- 
model implications are not well under- 
stood right now.” This special report will 
point to where it is beginning to surface. ■ 


All too much 

Q uantifying the amount of infor- 
mation that exists in the world is 
hard. What is clear is that there is an 
awful lot of it, and it is growing at a terrific 
rate (a compound annual 6o%) that is 
speeding up all the time. The flood of data 
from sensors, computers, research labs, 
cameras, phones and the like surpassed 
the capacity of storage technologies in 
2007. Experiments at the Large Hadron 
Collider at cern, Europe’s particle-phys- 
ics laboratory near Geneva, generate 40 
terabytes every second-orders of magni- 
tude more than can be stored or analysed. 
So scientists collect what they can and let 
the rest dissipate into the ether. 

According to a 2008 study by Interna- 
tional Data Corp (idc), a market-research 
firm, around 1,200 exabytes of digital data 
will be generated this year. Other studies 
measure slightly different things. Hal Var- 
ian and the late Peter Lyman of the Uni- 
versity of California in Berkeley, who pio- 
neered the idea of counting the world’s 
bits, came up with a far smaller amount, 
around 5 exabytes in 2002, because they 
counted only the stock of original content. 

What about the information that is ac- 
tually consumed? Researchers at the Uni- 
versity of California in San Diego (ucsd) 
examined the flow of data to American 
households. They found that in 2008 such 
households were bombarded with 3.6 zet- 
tabytes of information (or 34 gigabytes per 
person per day). The biggest data hogs 
were video games and television. In terms 
of bytes, written words are insignificant, 
amounting to less than 04% of the total. 
However, the amount of reading people 


do, previously in decline because of tele- 
vision, has almost tripled since 1980, 
thanks to all that text on the internet. In 
the past information consumption was 
largely passive, leaving aside the tele- 
phone. Today half of all bytes are received 
interactively, according to the ucsd. Fu- 
ture studies will extend beyond American 
households to quantify consumption 
globally and include business use as well. 

March of the machines 
Significantly, “information created by ma- 
chines and used by other machines will 
probably grow faster than anything else,” 
explains Roger Bohn of the ucsd, one of 
the authors of the study on American 


Monstrous amounts of data 

households. “This is primarily ‘database 
to database’ information-people are only 
tangentially involved in most of it.” 

Only 5% of the information that is 
created is “structured”, meaning it comes 
in a standard format of words or numbers 
that can be read by computers. The rest are 
things like photos and phone calls which 
are less easily retrievable and usable. But 
this is changing as content on the web is 
increasingly “tagged”, and facial-recogni- 
tion and voice-recognition software can 
identify people and words in digital files. 

“It is a very sad thing that nowadays 
there is so little useless information,” 
quipped Oscar Wilde in 1894. He did not 
know the half of it. 


Data inflation 

□ 

Unit 

Size 

What it means 

Bit (b) 

1 orO 

Short for "binary digit", after the binary code (1 or 0) 
computers use to store and process data 

Byte (B) 

8 bits 

Enough information to create an English letter or number 
in computer code. It is the basic unit of computing 

Kilobyte (KB) 

1,000, or 2 10 , bytes 

From "thousand" in Greek. One page of typed text is 2KB 

Megabyte (MB) 

1,000KB; 2 20 bytes 

From "large" in Greek. The complete works of Shakespeare total 5MB. 

A typical pop song is about 4MB 

Gigabyte (GB) 

1,000MB; 2 30 bytes 

From "giant" in Greek. A two-hour film can be compressed into 1-2GB 

Terabyte (TB) 

1,000GB; 2“ bytes 

From "monster" in Greek. All the catalogued books 
in America's Library of Congress total 15TB 

Petabyte (PB) 

1,000TB; 2 50 bytes 

All letters delivered by America's postal service this year will amount 
to around 5PB. Google processes around 1PB every hour 

Exabyte (EB) 

1.000PB; 2 60 bytes 

Equivalents 10 billion copies of The Economist 

Zettabyte (ZB) 

i,000EB; 2™ bytes 

The total amount of information in existence 
this year is forecast to be around 1.2ZB 

Yottabyte (YB) 

1.000ZB; 2“ bytes 

Currently too big to imagine 

The prefixes are set by an intergovernmental group, the International Bureau of Weights and Measures. 
Source: The Economist Yotta and Zetta were added in 1991; terms for larger amounts have yet to be established. 
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6 A special report on managing information 


A different game 


Informationis transforming traditional businesses 



I N 1879 James Ritty, a saloon-keeper in 
Dayton, Ohio, received a patent for a 
wooden contraption that he dubbed the 
“incorruptible cashier”. With a set of but- 
tons and a loud bell, the device, sold by Na- 
tional Cash Register (ncr), was little more 
than a simple adding machine. Yet as an 
early form of managing information flows 
in American business the cash register had 
a huge impact. It not only reduced pilferage 
by alerting the shopkeeper when the till 
was opened; by recording every transac- 
tion, it also provided an instant overview 
of what was happening in the business. 

Sales data remain one of a company’s 
most important assets. In 2004 Wal-Mart 
peered into its mammoth databases and 
noticed that before a hurricane struck, 
there was a run on flashlights and batter- 
ies, as might be expected; but also on Pop- 
Tarts, a sugary American breakfast snack. 
On reflection it is clear that the snack 
would be a handy thing to eat in a black- 
out, but the retailer would not have 
thought to stock up on it before a storm. 
The company whose system crunched 
Wal-Mart’s numbers was none other than 
ncr and its data- warehousing unit, Tera- 
data, now an independent firm. 

A few years ago such technologies, 
called “business intelligence”, were avail- 
able only to the world’s biggest compa- 
nies. But as the price of computing and 
storage has fallen and the software sys- 
tems have got better and cheaper, the tech- 
nology has moved into the mainstream. 
Companies are collecting more data than 
ever before. In the past they were kept in 
different systems that were unable to talk 
to each other, such as finance, human re- 
sources or customer management. Now 
the systems are being linked, and compa- 
nies are using data-mining techniques to 
get a complete picture of their opera- 
tions-“a single version of the truth”, as the 
industry likes to call it. That allows firms to 
operate more efficiently, pick out trends 
and improve their forecasting. 

Consider Cablecom, a Swiss telecoms 
operator. It has reduced customer defec- 
tions from one-fifth of subscribers a year to 
under 5% by crunching its numbers. Its 
software spotted that although customer 
defections peaked in the 13th month, the 


decision to leave was made much earlier, 
around the ninth month (as indicated by 
things like the number of calls to customer 
support services). So Cablecom offered 
certain customers special deals seven 
months into their subscription and reaped 
the rewards. 

Agony and torture 

Such data-mining has a dubious reputa- 
tion. “Torture the data long enough and 
they will confess to anything,” statisticians 
quip. But it has become far more effective 
as more companies have started to use the 
technology. Best Buy, a retailer, found that 
7% of its customers accounted for 43% of its 
sales, so it reorganised its stores to concen- 
trate on those customers’ needs. Airline 
yield management improved because an- 
alytical techniques uncovered the best pre- 
dictor that a passenger would actually 
catch a flight he had booked: that he had or- 
dered a vegetarian meal. 

The it industry is piling into business 
intelligence, seeing it as a natural successor 
of services such as accountancy and com- 
puting in the first and second half of the 
20th century respectively. Accenture, Price- 
waterhouseCoopers, ibm and sap are in- 
vesting heavily in their consulting prac- 
tices. Technology vendors such as Oracle, 
Informatica, tibco, sas and emc have 
benefited, ibm believes business intelli- 
gence will be a pillar of its growth as sen- 
sors are used to manage things from a city’s 
traffic flow to a patient’s blood flow. It has 
invested $12 billion in the past four years 
and is opening six analytics centres with 
4,000 employees worldwide. 

Analytics-performing statistical opera- 
tions for forecasting or uncovering correla- 
tions such as between Pop-Tarts and hurri- 

I, 


canes-can have a big pay-off. In Britain the 
Royal Shakespeare Company (rsc) sifted 
through seven years of sales data for a mar- 
keting campaign that increased regular vis- 
itors by 70%. By examining more than 2m 
transaction records, the rsc discovered a 
lot more about its best customers: not just 
income, but things like occupation and 
family status, which allowed it to target its 
marketing more precisely. That was of cru- 
cial importance, says the rsc’s Mary But- 
lin, because it substantially boosted mem- 
bership as well as fund-raising revenue. 

Yet making the most of data is not easy. 
The first step is to improve the accuracy of 
the information. Nestle, for example, sells 
more than 100,000 products in 200 coun- 
tries, using 550,000 suppliers, but it was 
not using its huge buying power effectively 
because its databases were a mess. On ex- 
amination, it found that of its 9m records 
of vendors, customers and materials 
around half were obsolete or duplicated, 
and of the remainder about one-third 
were inaccurate or incomplete. The name 
of a vendor might be abbreviated in one re- 
cord but spelled out in another, leading to 
double-counting. 

Plainer vanilla 

Over the past ten years Nestle has been 
overhauling its it system, using sap soft- 
ware, and improving the quality of its data. 
This enabled the firm to become more effi- 
cient, says Chris Johnson, who led the ini- 
tiative. For just one ingredient, vanilla, its 
American operation was able to reduce the 
number of specifications and use fewer 
suppliers, saving $3om a year. Overall, 
such operational improvements save 
more than $1 billion annually. 

Nestle is not alone in having problems ►► 
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► with its database. Most cios 
admit that their data are of 
poor quality. In a study by ibm 
half the managers quizzed did 
not trust the information on 
which they had to base deci- 
sions. Many say that the tech- 
nology meant to make sense 
of it often just produces more 
data. Instead of finding a nee- 
dle in the haystack, they are 
making more hay. 

Still, as analytical tech- 
niques become more wide- 
spread, business decisions 
will increasingly be made, or 
at least corroborated, on the 
basis of computer algorithms 
rather than individual hunch- 
es. This creates a need for 
managers who are comfortable with data, 
but statistics courses in business schools 
are not popular. 

Many new business insights come from 
“dead data”: stored information about past 
transactions that are examined to reveal 
hidden correlations. But now companies 
are increasingly moving to analysing real- 
time information flows. 

Wal-Mart is a good example. The retail- 
er operates 8,400 stores worldwide, has 
more than 2m employees and handles 
over 200m customer transactions each 
week. Its revenue last year, around $400 
billion, is more than the gdp of many en- 
tire countries. The sheer scale of the data is 
a challenge, admits Rollin Ford, the cio at 
Wal-Mart’s headquarters in Bentonville, 
Arkansas. “We keep a healthy paranoia.” 

Not a sparrow falls 

Wal-Mart’s inventory-management sys- 
tem, called Retail Link, enables suppliers to 
see the exact number of their products on 
every shelf of every store at that precise 
moment. The system shows the rate of 
sales by the hour, by the day, over the past 
year and more. Begun in the 1990s, Retail 
Link gives suppliers a complete overview 
of when and how their products are sell- 
ing, and with what other products in the 
shopping cart. This lets suppliers manage 
their stocks better. 

The technology enabled Wal-Mart to 
change the business model of retailing. In 
some cases it leaves stock management in 
the hands of its suppliers and does not take 
ownership of the products until the mo- 
ment they are sold. This allows it to shed 
inventory risk and reduce its costs. In es- 
sence, the shelves in its shops are a highly 
efficiently managed depot. 
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Another company 
that capitalises on real- 
time information flows is 
Li & Fung, one of the 
world’s biggest supply- 
chain operators. Founded 
in Guangzhou in southern 
China a century ago, it 
does not own any factories 
or equipment but orches- 
trates a network of 12,000 
suppliers in 40 countries, 
sourcing goods for brands 
ranging from Kate Spade to 
Walt Disney. Its turnover in 
2008 was $14 billion. 

Li & Fung used to deal 
with its clients mostly by 
phone and fax, with e-mail 
counting as high technol- 
ogy. But thanks to a new web-services plat- 
form, its processes have speeded up. Or- 
ders flow through a web portal and bids 
can be solicited from pre-qualified suppli- 
ers. Agents now audit factories in real time 
with hand-held computers. Clients are 
able to monitor the details of every stage of 
an order, from the initial production run to 
shipping. 

One of the most important technol- 
ogies has turned out to be videoconferenc- 
ing. It allows buyers and manufacturers to 
examine the colour of a material or the 
stitching on a garment. “Before, we weren’t 
able to send a 500MB image-we’d post a 
dvd. Now we can stream it to show ven- 
dors in our offices. With real-time images 
we can make changes quicker,” says Ma- 
nuel Fernandez, Li 8 ? Fung’s chief technol- 
ogy officer. Data flowing through its net- 
work soared from 100 gigabytes a day only 
18 months ago to 1 terabyte. 

The information system also allows Li 
& Fung to look across its operations to iden- 
tify trends. In southern China, for instance, 
a shortage of workers and new legislation 
raised labour costs, so production moved 
north. “We saw that before it actually hap- 
pened,” says Mr Fernandez. The company 
also got advance warning of the economic 
crisis, and later the recovery, from retailers’ 
orders before these trends became appar- 
ent. Investment analysts use country infor- 
mation provided by Li & Fung to gain in- 
sights into macroeconomic patterns. 

Now that they are able to process infor- 
mation flows in real time, organisations 
are collecting more data than ever. One use 
for such information is to forecast when 
machines will break down. This hardly 
ever happens out of the blue: there are usu- 
ally warning signs such as noise, vibration 


or heat. Capturing such data enables firms 
to act before a breakdown. 

Similarly, the use of “predictive analyt- 
ics” on the basis of large data sets may 
transform health care. Dr Carolyn McGre- 
gor of the University of Ontario, working 
with ibm, conducts research to spot poten- 
tially fatal infections in premature babies. 
The system monitors subtle changes in 
seven streams of real-time data, such as 
respiration, heart rate and blood pressure. 
The electrocardiogram alone generates 
1,000 readings per second. 

This kind of information is turned out 
by all medical equipment, but it used to be 
recorded on paper and examined perhaps 
once an hour. By feeding the data into a 
computer, Dr McGregor has been able to 
detect the onset of an infection before ob- 
vious symptoms emerge. “You can’t see it 
with the naked eye, but a computer can,” 
she says. 

Open sesame 

Two technology trends are helping to fuel 
these new uses of data: cloud computing 
and open-source software. Cloud comput- 
ing-in which the internet is used as a plat- 
form to collect, store and process data-al- 
lows businesses to lease computing power 
as and when they need it, rather than hav- 
ing to buy expensive equipment. Amazon, 
Google and Microsoft are the most promi- 
nent firms to make their massive comput- 
ing infrastructure available to clients. As 
more corporate functions, such as human 
resources or sales, are managed over a net- 
work, companies can see patterns across 
the whole of the business and share their 
information more easily. 

A free programming language called r 
lets companies examine and present big 
data sets, and free software called Hadoop 
now allows ordinary pcs to analyse huge 
quantities of data that previously required 
a supercomputer. It does this by parcelling 
out the tasks to numerous computers at 
once. This saves time and money. For ex- 
ample, the New York Times a few years ago 
used cloud computing and Hadoop to con- 
vert over 400,000 scanned images from its 
archives, from 1851 to 1922. By harnessing 
the power of hundreds of computers, it 
was able to do the job in 36 hours. 

Visa, a credit-card company, in a recent 
trial with Hadoop crunched two years of 
test records, or 73 billion transactions, 
amounting to 36 terabytes of data. The pro- 
cessing time fell from one month with tra- 
ditional methods to a mere 13 minutes. It is 
a striking successor of Ritty’s incorruptible 
cashier for a data-driven age. ■ 
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Clicking for gold 


Howinternet companies profit from data ontheweb 


P SST! Amazon.com does not want you to 
know what it knows about you. It not 
only tracks the books you purchase, but 
also keeps a record of the ones you browse 
, but do not buy to help it recommend other 

books to you. Information from its e-book, 
the Kindle, is probably even richer: how 
long a user spends reading each page, 
whether he takes notes and so on. But Am- 
azon refuses to disclose what data it col- 
lects or how it uses them. 

It is not alone. Across the internet econ- 
omy, companies are compiling masses of 
data on people, their activities, their likes 
and dislikes, their relationships with oth- 
ers and even where they are at any partic- 
ular moment-and keeping mum. For ex- 
ample, Facebook, a social-networking site, 
tracks the activities of its 400m users, half 
of whom spend an average of almost an 
hour on the site every day, but does not talk 
about what it finds. Google reveals a little 
but holds back a lot. Even eBay, the online 
auctioneer, keeps quiet. 

“They are uncomfortable bringing so 
much attention to this because it is at the 
heart of their competitive advantage,” says 
Tim O’Reilly, a technology insider and 
publisher. “Data are the coin of the realm. 
They have a big lead over other companies 
that do not ‘get’ this.” As the communica- 
tions director of one of the web’s biggest 
sites admits, “we’re not in a position to 
have an in-depth conversation. It has less 
to do with sensitive considerations like pri- 
vacy. Instead, we’re just not ready to tip our 
hand.” In other words, the firm does not 
want to reveal valuable trade secrets. 

The reticence partly reflects fears about 
consumer unease and unwelcome atten- 


tion from regulators. But this is short-sight- 
ed, for two reasons. First, politicians and 
the public are already anxious. The chair- 
man of America’s Federal Trade Commis- 
sion, Jon Leibowitz, has publicly grumbled 
that the industry has not been sufficiently 
forthcoming. Second, if users knew how 
the data were used, they would probably 
be more impressed than alarmed. 

Where traditional businesses generally 
collect information about customers from 
their purchases or from surveys, internet 
companies have the luxury of being able 
to gather data from everything that hap- 
pens on their sites. The biggest websites 
have long recognised that information it- 
self is their biggest treasure. And it can im- 
mediately be put to use in a way that tradi- 
tional firms cannot match. 

Some of the techniques have become 
widespread. Before deploying a new fea- 
ture, big sites run controlled experiments 
to see what works best. Amazon and Net- 
flix, a site that offers films for hire, use a sta- 
tistical technique called collaborative fil- 
tering to make recommendations to users 
based on what other users like. The tech- 
nique they came up with has produced 
millions of dollars of additional sales. 
Nearly two-thirds of the film selections by 
Netflix’s customer come from the referrals 
made by computer. 

EBay, which at first sight looks like noth- 
ing more than a neutral platform for com- 
mercial exchanges, makes myriad adjust- 
ments based on information culled from 
listing activity, bidding behaviour, pricing 
trends, search terms and the length of time 
users look at a page. Every product catego- 
ry is treated as a micro-economy that is ac- 


tively managed. Lots of searches but few 
sales for an expensive item may signal un- 
met demand, so eBay will find a partner to 
offer sellers insurance to increase listings. 

The company that gets the most out of 
its data is Google. Creating new economic 
value from unthinkably large amounts of 
information is its lifeblood. That helps ex- 
plain why, on inspection, the market capi- 
talisation of the 11-year-old firm, of around 
$170 billion, is not so outlandish. Google 
exploits information that is a by-product of 
user interactions, or data exhaust, which is 
automatically recycled to improve the ser- 
vice or create an entirely new product. 

Vote with your mouse 

Until 1998, when Larry Page, one of Goo- 
gle’s founders, devised the PageRank algo- 
rithm for search, search engines counted 
the number of times that a word appeared 
on a web page to determine its rele- 
vance-a system wide open to manipula- 
tion. Google’s innovation was to count the 
number of inbound links from other web 
pages. Such links act as “votes” on what in- 
ternet users at large believe to be good con- 
tent. More links suggest a webpage is more 
useful, just as more citations of a book sug- 
gests it is better. 

But although Google’s system was an 
improvement, it too was open to abuse 
from “link spam”, created only to dupe the 
system. The firm’s engineers realised that 
the solution was staring them in the face: 
the search results on which users actually 
clicked and stayed. A Google search might 
yield 2m pages of results in a quarter of a 
second, but users often want just one page, 
and by choosing it they “tell” Google what ►► 



10 


A special report on managing information 


The Economist February 27th 2010 


► they are looking for. So the algorithm was 
rejigged to feed that information back into 
the service automatically. 

From then on Google realised it was in 
the data-mining business. To put the mod- 
el in simple economic terms, its search re- 
sults give away, say, $i in value, and in re- 
turn (thanks to the user’s clicks) it gets l cent 
back. When the next user visits, he gets 
$1.01 of value, and so on. As one employee 
puts it: “We like learning from large, ‘noisy’ 
data sets.” 

Making improvements on the back of a 
big data set is not a Google monopoly, nor 
is the technique new. One of the most strik- 
ing examples dates from the mid-i8oos, 
when Matthew Fontaine Maury of the 
American navy had the idea of aggregat- 
ing nautical logs from ships crossing the Pa- * S 
cific to find the routes that offered the best 
winds and currents. He created an early 
variant of a “viral” social network, re- 
warding captains who submitted their 
logbooks with a copy of his maps. But 
the process was slow and laborious. 

Wizard spelling 

Google applies this principle of recur- 
sively learning from the data to many 
of its services, including the humble 
spell-check, for which it used a pio- 
neering method that produced perhaps 
the world’s best spell-checker in almost 
every language. Microsoft says it spent sev- 
eral million dollars over 20 years to devel- 
op a robust spell-checker for its word-pro- 
cessing program. But Google got its raw 
material free: its program is based on all the 
misspellings that users type into a search 
window and then “correct” by clicking on 
the right result. With almost 3 billion que- 
ries a day, those results soon mount up. 
Other search engines in the 1990s had the 
chance to do the same, but did not pursue 
it. Around 2000 Yahoo! saw the potential, 
but nothing came of the idea. It was Goo- 
gle that recognised the gold dust in the de- 
tritus of its interactions with its users and 
took the trouble to collect it up. 

Two newer Google services take the 
same approach: translation and voice rec- 
ognition. Both have been big stumbling 
blocks for computer scientists working on 
artificial intelligence. For over four de- 
cades the boffins tried to program comput- 
ers to “understand” the structure and pho- 
netics of language. This meant defining 
rules such as where nouns and verbs go in 
a sentence, which are the correct tenses 
and so on. All the exceptions to the rules 
needed to be programmed in too. Google, 
by contrast, saw it as a big maths problem 


that could be solved with a lot of data and 
processing power-and came up with 
something very useful. 

For translation, the company was able 
to draw on its other services. Its search sys- 
tem had copies of European Commission 
documents, which are translated into 
around 20 languages. Its book-scanning 
project has thousands of titles that have 
been translated into many languages. All 
these translations are very good, done by 
experts to exacting standards. So instead of 
trying to teach its computers the rules of a 
language, Google turned them loose on 
the texts to make statistical inferences. 



Google Translate now covers more than 50 
languages, according to Franz Och, one of 
the company’s engineers. The system iden- 
tifies which word or phrase in one lan- 
guage is the most likely equivalent in a sec- 
ond language. If direct translations are not 
available (say, Hindi to Catalan), then Eng- 
lish is used as a bridge. 

Google was not the first to try this meth- 
od. In the early 1990s ibm tried to build a 
French-English program using translations 
from Canada’s Parliament. But the system 
did not work well and the project was 
abandoned, ibm had only a few million 
documents at its disposal, says Mr Och dis- 
missively. Google has billions. The system 
was first developed by processing almost 2 
trillion words. But although it learns from a 
big body of data, it lacks the recursive qual- 
ities of spell-check and search. 

The design of the feedback loop is criti- 
cal. Google asks users for their opinions, 
but not much else. A translation start-up in 
Germany called Linguee is trying some- 


thing different: it presents users with snip- 
pets of possible translations and asks them 
to click on the best. That provides feedback 
on which version is the most accurate. 

Voice recognition highlights the impor- 
tance of making use of data exhaust. To use 
Google’s telephone directory or audio car 
navigation service, customers dial the rele- 
vant number and say what they are look- 
ing for. The system repeats the informa- 
tion; when the customer confirms it, or 
repeats the query, the system develops a re- 
cord of the different ways the target word 
can be spoken. It does not learn to under- 
stand voice; it computes probabilities. 

To launch the service Google needed 
an existing voice-recognition system, so it 
licensed software from Nuance, a leader in 
the field. But Google itself keeps the data 
from voice queries, and its voice-recogni- 
tion system may end up performing better 
than Nuance’s— which is now trying to get 
access to lots more data by partnering 
with everyone in sight. 

Re-using data represents a new 
model for how computing is done, 

| says Edward Felten of Princeton Uni- 
versity. “Looking at large data sets and 
I making inferences about what goes to- 
gether is advancing more rapidly than 
expected. ‘Understanding’ turns out to 
be overrated, and statistical analysis goes 
a lot of the way.” Many internet compa- 
nies now see things the same way. Face- 
book regularly examines its huge data- 
bases to boost usage. It found that the best 
single predictor of whether members 
would contribute to the site was seeing 
that their friends had been active on it, so it 
took to sending members information 
about what their friends had been up to 
online. Zynga, an online games company, 
tracks its 100m unique players each month 
to improve its games. 

“If there are user-generated data to be 
had, then we can build much better sys- 
tems than just trying to improve the algo- 
rithms,” says Andreas Weigend, a former 
chief scientist at Amazon who is now at 
Stanford University. Marc Andreessen, a 
venture capitalist who sits on numerous 
boards and was one of the founders of 
Netscape, the web’s first commercial 
browser, thinks that “these new compa- 
nies have built a culture, and the processes 
and the technology to deal with large 
amounts of data, that traditional compa- 
nies simply don’t have.” 

Recycling data exhaust is a common 
theme in the myriad projects going on in 
Google’s empire and helps explain why al- 
most all of them are labelled as a “beta” or ►► 
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► early test version: they truly are in continu- 
ous development. A service that lets Goo- 
gle users store medical records might also 
allow the company to spot valuable pat- 
terns about diseases and treatments. A ser- 
vice where users can monitor their use of 
electricity, device by device, provides rich 
information on energy consumption. It 
could become the world’s best database of 
household appliances and consumer elec- 
tronics-and even foresee breakdowns. 
The aggregated search queries, which the 


F ROM antiquity to modern times, the na- 
tion has always been a product of infor- 
mation management. The ability to im- 
pose taxes, promulgate laws, count citizens 
and raise an army lies at the heart of state- 
hood. Yet something new is afoot. These 
days democratic openness means more 
than that citizens can vote at regular inter- 
vals in free and fair elections. They also ex- 
pect to have access to government data. 

The state has long been the biggest gen- 
erator, collector and user of data. It keeps 
records on every birth, marriage and 
death, compiles figures on all aspects of 
the economy and keeps statistics on li- 
cences, laws and the weather. Yet until re- 
cently all these data have been locked tight. 
Even when publicly accessible they were 
hard to find, and aggregating lots of printed 
information is notoriously difficult. 

But now citizens and non-governmen- 
tal organisations the world over are press- 
ing to get access to public data at the na- 
tional, state and municipal level-and 
sometimes government officials enthusi- 
astically support them. “Government in- 
formation is a form of infrastructure, no 
less important to our modern life than our 
roads, electrical grid or water systems,” 
says Carl Malamud, the boss of a group 
called Public.Resource.Org that puts gov- 
ernment data online. He was responsible 
for making the databases of America’s Se- 
curities and Exchange Commission avail- 
able on the web in the early 1990s. 

America is in the lead on data access. 
On his first full day in office Barack Obama 
issued a presidential memorandum order- 
ing the heads of federal agencies to make 
available as much information as possible, 
urging them to act “with a clear presump- 


company makes available free, are used as 
remarkably accurate predictors for every- 
thing from retail sales to flu outbreaks. 

Together, all this is in line with the com- 
pany’s audacious mission to “organise the 
world’s information”. Yet the words are 
carefully chosen: Google does not need to 
own the data. Usually all it wants is to have 
access to them (and see that its rivals do 
not). In an initiative called “Data Libera- 
tion Front” that quietly began last Septem- 
ber, Google is planning to rejig all its ser- 


tion: in the face of doubt, openness pre- 
vails”. This was all the more remarkable 
since the Bush administration had explicit- 
ly instructed agencies to do the opposite. 

Mr Obama’s directive caused a flurry of 
activity. It is now possible to obtain figures 
on job-related deaths that name employ- 
ers, and to get annual data on migration 
free. Some information that was previous- 
ly available but hard to get at, such as the 
Federal Register, a record of government 
notices, now comes in a computer-read- 
able format. It is all on a public website, da- 
ta.gov. And more information is being re- 
leased all the time. Within 48 hours of data 
on flight delays being made public, a web- 
site had sprung up to disseminate them. 

Providing access to data “creates a cul- 
ture of accountability”, says Vivek Kundra, 
the federal government’s cio. One of the 
first things he did after taking office was to 
create an online “dashboard” detailing the 
government’s own $70 billion technology 
spending. Now that the information is 
freely available, Congress and the public 
can ask questions or offer suggestions. The 
model will be applied to other areas, per- 
haps including health-care data, says Mr 
Kundra-provided that looming privacy is- 
sues can be resolved. 

All this has made a big difference. 
“There is a cultural change in what people 
expect from government, fuelled by the ex- 
perience of shopping on the internet and 
having real-time access to financial infor- 
mation,” says John Wonderlich of the Sun- 
light Foundation, which promotes open 
government. The economic crisis has 
speeded up that change, particularly in 
state and city governments. 

“The city is facing its eighth budget 


vices so that users can discontinue them 
very easily and take their data with them. 
In an industry built on locking in the cus- 
tomer, the company says it wants to reduce 
the “barriers to exit”. That should help save 
its engineers from complacency, the curse 
of many a tech champion. The project 
might stall if it started to hurt the business. 
But perhaps Google reckons that users will 
be more inclined to share their informa- 
tion with it if they know that they can easi- 
ly take it back. ■ 


shortfall. We’re looking at a 50% reduction 
in operating funds,” says Chris Vein, San 
Francisco’s cio. “We must figure out how 
we change our operations.” He insists that 
providing more information can make 
government more efficient. California’s 
generous “sunshine laws” provide the nec- 
essary legal backing. Among the first users 
of the newly available data was a site 
called “San Francisco Crimespotting” by 
Stamen Design that layers historical crime 
figures on top of map information. It al- 
lows users to play around with the data 
and spot hidden trends. People now often 
come to public meetings armed with crime 
maps to demand police patrols in their par- 
ticular area. 

Anyone can play 

Other cities, including New York, Chicago 
and Washington, dc, are racing ahead as 
well. Now that citizens’ groups and com- 
panies have the raw data, they can use 
them to improve city services in ways that 
cash-strapped local governments cannot. 
For instance, cleanscores.com puts restau- 
rants’ health-inspection scores online; oth- 
er sites list children’s activities or help peo- 
ple find parking spaces. In the past govern- 
ment would have been pressed to provide 
these services; now it simply supplies the 
data. Mr Vein concedes, however, that “we 
don’t know what is useful or not. This is a 
grand experiment.” 

Other parts of the world are also begin- 
ning to move to greater openness. A Euro- 
pean Commission directive in 2005 called 
for making public-sector information 
more accessible (but it has no bite). Eu- 
rope’s digital activists use the web to track 
politicians and to try to improve public ►► 


The open society 

Governments are letting in the light 
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computer telecommunications”. Even to 
supporters it seemed like a fudge, but it 
turned out to be a resounding success. By 
2000 American businesses had reduced 
their emissions of the chemicals covered 
under the law by 40%, and over time the 
rules were actually tightened. Public scru- 
tiny achieved what legislation could not. 

There have been many other such suc- 
cesses in areas as diverse as restaurant san- 
itation, car safety, nutrition, home loans for 
minorities and educational performance, 
note Archon Fung, Mary Graham and Da- 
vid Weil of the Transparency Policy Project 
at Harvard’s Kennedy School of Govern- 
ment in their book “Full Disclosure”. But 
transparency alone is not enough. There 
has to be a community to champion the in- 
formation. Providers need an incentive to 
supply the data as well as penalties for 
withholding them. And web developers 
have to find ways of ensuring that the pub- 
lic data being released are used effectively. 

Mr Fung thinks that as governments re- 
lease more and more information about 
the things they do, the data will be used to 
show the public sector’s shortcomings 
rather than to highlight its achievements. 
Another concern is that the accuracy and 
quality of the data will be found wanting 
(which is a problem for business as well as 
for the public sector). There is also a debate 
over whether governments should merely 
supply the raw data or get involved in pro- 
cessing and displaying them too. The con- 
cern is that they might manipulate them- 
but then so might anyone else. 

Public access to government figures is 
certain to release economic value and en- 
courage entrepreneurship. That has al- 
ready happened with weather data and 
with America’s gps satellite-navigation 
system that was opened for full commer- 
cial use a decade ago. And many firms 
make a good living out of searching for or 
repackaging patent filings. 

Moreover, providing information 
opens up new forms of collaboration be- 
tween the public and the private sectors. 
Beth Noveck, one of the Obama adminis- 
tration’s recruits, who is a law professor 
and author of a book entitled “Wiki Gov- 
ernment”, has spearheaded an initiative 
called peer-to-patent that has opened up 
some of America’s patent filings for public 
inspection. 

John Stuart Mill in 1861 called for “the 
widest participation in the details of judi- 
cial and administrative business... above 
all by the utmost possible publicity.” These 
days, that includes the greatest possible 
disclosure of data by electronic means. ■ 


► services. In Britain FixMyStreet.com gives 
citizens the opportunity to flag up local 
problems. That allows local authorities to 
find out about people’s concerns; and once 
the problem has been publicly aired it be- 
comes more difficult to ignore. 

One obstacle is that most countries lack 
America’s open-government ethos, nur- 
tured over decades by laws on ethics in 
government, transparency rules and the 
Freedom of Information act, which ac- 
quired teeth after the Nixon years. 

An obstacle of a different sort is Crown 
copyright, which means that most govern- 
ment data in Britain and the Common- 
wealth countries are the state’s property, 
constraining their use. In Britain postcodes 
and Ordnance Survey map data at present 
cannot be freely used for commercial pur- 
poses-a source of loud complaints from 
businesses and activists. But from later this 
year access to some parts of both data sets 
will be free, thanks to an initiative to bring 
more government services online. 

But even in America access to some 
government information is restricted by fi- 
nancial barriers. Remarkably, this applies 
to court documents, which in a democracy 
should surely be free. Legal records are 
public and available online from the Ad- 
ministrative Office of the us Courts 
(aousc), but at a costly eight cents per 
page. Even the federal government has to 
pay: between 2000 and 2008 it spent $3om 
to get access to its own records. Yet the 
aousc is currently paying $15 6m over ten 
years to two companies, WestLaw and 
LexisNexis, to publish the material online 


(albeit organised and searchable with the 
firms’ technologies). Those companies, for 
their part, earn an estimated $2 billion an- 
nually from selling American court rulings 
and extra content such as case reference 
guides. “The law is locked up behind a 
cash register,” says Mr Malamud. 

The two firms say they welcome com- 
petition, pointing to their strong search 
technology and the additional services 
they provide, such as case summaries and 
useful precedents. It seems unlikely that 
they will keep their grip for long. One ad- 
ministration official privately calls freeing 
the information a “no-brainer”. Even Goo- 
gle has begun to provide some legal docu- 
ments online. 


Change agent 

The point of open information is not mere- 
ly to expose the world but to change it. In 
recent years moves towards more transpa- 
rency in government have become one of 
the most vibrant and promising areas of 
public policy. Sometimes information dis- 
closure can achieve policy aims more ef- 
fectively and at far lower cost than tradi- 
tional regulation. 

In an important shift, new transpa- 
rency requirements are now being used by 
government-and by the public-to hold 
the private sector to account. For example, 
it had proved extremely difficult to per- 
suade American businesses to cut down 
on the use of harmful chemicals and their 
release into the environment. An add-on to 
a 1986 law required firms simply to dis- 
close what they release, including “by 
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I N 1998 Martin Wattenberg, then a graphic 
designer at the magazine SmartMoney in 
New York, had a problem. He wanted to 
depict the daily movements in the stock- 
market, but the customary way, as a line 
showing the performance of an index over 
time, provided only a very broad overall 
picture. Every day hundreds of individual 
companies may rise or fall by a little or a 
lot. The same is true for whole sectors. Be- 
ing able to see all this information at once 
could be useful to investors. But how to 
make it visually accessible? 

Mr Wattenberg’s brilliant idea was to 
adapt an existing technique to create a 
“Map of the Market” in the form of a grid. It 
used the day’s closing share price to show 
more than 500 companies arranged by 
sector. Shades of green or red indicated 
whether a share had risen or fallen and by 
how much, showing the activity in every 
sector of the market. It was an instant hit— 
and brought the nascent field of data visu- 
alisation to a mainstream audience. 

In recent years there have been big ad- 
vances in displaying massive amounts of 
data to make them easily accessible. This is 
emerging as a vibrant and creative field 
melding the skills of computer science, sta- 
tistics, artistic design and storytelling. 

“Every field has some central tension it 
is trying to resolve. Visualisation deals 
with the inhuman scale of the information 
and the need to present it at the very hu- 
man scale of what the eye can see,” says 
Mr Wattenberg, who has since moved to 
ibm and now spearheads a new genera- 
tion of data-visualisation specialists. 

Market information may be hard to dis- 
play, but at least the data are numerical. 
Words are even more difficult. One way of 
depicting them is to count them and pre- 
sent them in clusters, with more common 


ones shown in a proportionately larger 
font. Called a “word cloud”, this method is 
popular across the web. It gives a rough in- 
dication of what a body of text is about. 

Soon after President Obama’s inaugu- 
ration a word cloud with a graphical-semi- 
otic representation of his 21-minute speech 
appeared on the web. The three most com- 
mon words were nation, America and 
people. His predecessor’s had been free- 
dom, America and liberty. Abraham Lin- 
coln had majored on war, God and offence. 
The technique has a utility beyond identi- 
fying themes. Social-networking sites let 
users “tag” pages and images with words 
describing the content. The terms dis- 
played in a “tag cloud” are links that will 
bring up a list of the related content. 

Another way to present text, devised by 
Mr Wattenberg and a colleague at ibm, Fer- 
nanda Viegas, is a chart of edits made on 
Wikipedia. The online encyclopedia is 
written entirely by volunteers. The soft- 
ware creates a permanent record of every 
edit to show exactly who changed what, 
and when. That amounts to a lot of data 
over time. 

One way to map the process is to assign 
different colours to different users and 
show how much of their contribution re- 
mains by the thickness of the line that rep- 
resents it. The entry for “chocolate”, for in- 
stance, looks smooth until a series of 
ragged zigzags reveals an item of text being 
repeatedly removed and restored as an ar- 
cane debate rages. Another visualisation 
looks at changes to Wikipedia entries by 
software designed to improve the way arti- 
cles are categorised, showing the modifica- 
tions as a sea of colour. (These and other 
images are available via economist.com.) 

Is it art? Is it information? Some data-vi- 
sual works have been exhibited in places 


such as the Whitney and the Museum of 
Modern Art in New York. Others have 
been turned into books, such as the web 
project “We Feel Fine” by Jonathan Harris 
and Sep Kamvar, which captures every in- 
stance of the words “feel” or “feeling” on 
Twitter, a social-networking site, and 
matches it to time, location, age, sex and 
even the weather. 

For the purposes of data visualisation 
as many things as possible are reduced to 
raw data that can be presented visually, 
sometimes in unexpected ways. For in- 
stance, a representation of the sources 
cited in the journal Nature gives each 
source publication a line and identifies dif- 
ferent scientific fields in different colours. 
This makes it easy to see that biology 
sources are most heavily cited, which is 
unsurprising. But it also shows, more un- 
expectedly, that the publications most 
heavily cited include the Physical Review 
Letters and Astrophysical Journal. 

The art of the visible 

Resembling a splendid orchid, the Nature 
chart can be criticised for being more pic- 
turesque than informative; but whether it 
is more art or more information, it offers a 
new way to look at the world at a time 
when almost everything generates huge 
swathes of data that are hard to under- 
stand. If a picture is worth a thousand 
words, an infographic is worth an awful 
lot of data points. 

Visualisation is a relatively new disci- 
pline. The time series, the most common 
form of chart, did not start to appear in sci- 
entific writings until the late 18th century, 
notes Edward Tufte in his classic “The Visu- 
al Display of Quantitative Information”, 
the bible of the business. Today’s info- 
graphics experts are pioneering a new me- ►► 


15 


The Economist February 27th 2010 


A special report on managing information 


► dium that presents meaty information in a 
compelling narrative: “Something in-be- 
tween the textbook and the novel”, writes 
Nathan Yau of ucla in a recent book, 
“Beautiful Data”. 

It’s only natural 

The brain finds it easier to process informa- 
tion if it is presented as an image rather 
than as words or numbers. The right hemi- 
sphere recognises shapes and colours. The 
left side of the brain processes information 
in an analytical and sequential way and is 
more active when people read text or look 
at a spreadsheet. Looking through a nu- 
merical table takes a lot of mental effort, 
but information presented visually can be 
grasped in a few seconds. The brain identi- 
fies patterns, proportions and relation- 
ships to make instant subliminal compari- 
sons. Businesses care about such things. 
Farecast, the online price-prediction ser- 
vice, hired applied psychologists to design 
the site’s charts and colour schemes. 

These graphics are often based on im- 
mense quantities of data. Jeffrey Heer of 
Stanford University helped develop 
sense.us, a website that gives people ac- 
cess to American census data going back 
more than a century. Ben Fry, an indepen- 
dent designer, created a map of the 26m 
roads in the continental United States. The 
dense communities of the north-east form 
a powerful contrast to the desolate far 
west. Aaron Koblin of Google plotted a 
map of every commercial flight in America 
over 24 hours, with brighter lines identify- 
ing routes with heavier traffic. 

Such techniques are moving into the 
business world. Mr Fry designed interac- 
tive charts for ge’s health-care division 
that show the costs borne by patients and 
insurers, respectively, for common dis- 
eases throughout people’s lives. Among 
media companies the New York Times and 
the Guardian in Britain have been the most 
ambitious, producing data-rich, interactive 
graphics that are strong enough to stand on 
their own. 

The tools are becoming more accessi- 
ble. For example, Tableau Software, co- 
founded in 2003 by Pat Hanrahan of Stan- 
ford University, does for visualising data 
what word-processing did for text, allow- 
ing anyone to manipulate information cre- 
atively. Tableau offers both free and paid- 
for products, as does a website called Swiv- 
el.com. Some sites are entirely free. Google 
and an ibm website called Many Eyes let 
people upload their data to display in nov- 
el ways and share with others. 

Some data sets are best represented as a 


Needle in a haystack 

The uses ofinformation aboutinformation 


AS DATA become more abundant, the 
x\.main problem is no longer finding 
the information as such but laying one’s 
hands on the relevant bits easily and 
quickly. What is needed is information 
about information. Librarians and com- 
puter scientists call it metadata. 

Information management has a long 
history. In Assyria around three millennia 
ago clay tablets had small clay labels at- 
tached to them to make them easier to tell 
apart when they were filed in baskets or 
on shelves. The idea survived into the 
20th century in the shape of the little cata- 
logue cards librarians used to note down 
a book’s title, author, subject and so on 
before the records were moved onto com- 
puters. The actual books constituted the 
data, the catalogue cards the metadata. 
Other examples include package labels to 
the 5 billion bar codes that are scanned 
throughout the world every day. 

These days metadata are undergoing a 
virtual renaissance. In order to be useful, 
the cornucopia of information provided 
by the internet has to be organised. That is 
what Google does so well. The raw mate- 
rial for its search engines comes free: web 
pages on the public internet. Where it 
adds value (and creates metadata) is by 
structuring the information, ranking it in 
order of its relevance to the query. 

Google handles around half the 
world’s internet searches, answering 
around 35,000 queries every second. 
Metadata are a potentially lucrative busi- 
ness. “If you can control the pathways 
and means of finding information, you 
can extract rents from subsequent levels 
of producers,” explains Eli Noam, a tele- 
coms economist at New York’s Columbia 
Business School. But there are more be- 


moving image. As print publications move 
to e-readers, animated infographics will 
eventually become standard. The software 
Gapminder elegantly displays four dy- 
namic variables at once. 

Displaying information can make a dif- 
ference by enabling people to understand 
complex matters and find creative sol- 
utions. Valdis Krebs, a specialist in map- 
ping social interactions, recalls being 


nign uses too. For example, photos 
uploaded to the website Flickr contain 
metadata such as when and often where 
they were snapped, as well as the camera 
model-useful for would-be buyers. 

Internet users help to label unstruc- 
tured information so it can be easily 
found, tagging photos and videos. But 
they disdain conventional library classifi- 
cations. Instead, they pick any word they 
fancy, creating an eclectic “folksonomy”. 
So instead of labelling a photograph of 
Barack Obama as “president”, they might 
call it “sexy” or “sob”. That sounds chaot- 
ic, but needn’t be. 

When information was recorded on a 
tangible medium-paper, film and so on- 
everything had only one correct place. 
With digital information the same item 
can be filed in several places at once, 
notes David Weinberger, the author of a 
book about taxonomy and the internet, 
“Everything Is Miscellaneous”. Digital 
metadata make things more complicated 
and simpler at the same time. 



called in to help with a corporate project 
that was vastly over budget and behind 
schedule. He drew up an intricate network 
map of e-mail traffic that showed distinct 
clusters, revealing that the teams involved 
were not talking directly to each other but 
passing messages via managers. So the 
company changed its office layout and its 
work processes-and the project quickly 
got back on track. ■ 
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New rules for big data 



T WO centuries after Gutenberg invent- 
ed movable type in the mid-i400s there 
were plenty of books around, but they 
were expensive and poorly made. In Brit- 
ain a cartel had a lock on classic works 
such as Shakespeare’s and Milton’s. The 
first copyright law, enacted in the early 
1700s in the Bard’s home country, was de- 
signed to free knowledge by putting books 
in the public domain after a short period of 
exclusivity, around 14 years. Laws protect- 
ing free speech did not emerge until the 
late 18th century. Before print became 
widespread the need was limited. 

Now the information flows in an era of 
abundant data are changing the relation- 
ship between technology and the role of 
the state once again. Many of today’s rules 
look increasingly archaic. Privacy laws 
were not designed for networks. Rules for 
document retention presume paper re- 
cords. And since all the information is in- 
terconnected, it needs global rules. 

New principles for an age of big data 
sets will need to cover six broad areas: pri- 
vacy, security, retention, processing, own- 
ership and the integrity of information. 

Privacy is one of the biggest worries. 
People are disclosing more personal infor- 
mation than ever. Social-networking sites 
and others actually depend on it. But as da- 
tabases grow, information that on its own 
cannot be traced to a particular individual 
can often be unlocked with just a bit of 
computer effort. 

This tension between individuals’ in- 
terest in protecting their privacy and com- 
panies’ interest in exploiting personal in- 
formation could be resolved by giving 
people more control. They could be given 
the right to see and correct the information 
about them that an organisation holds, 
and to be told how it was used and with 
whom it was shared. 

Today’s privacy rules aspire to this, but 
fall short because of technical difficulties 
which the industry likes to exaggerate. Bet- 
ter technology should eliminate such pro- 
blems. Besides, firms are already spending 
a great deal on collecting, sharing and pro- 
cessing the data; they could divert a sliver 
of that money to provide greater individ- 
ual control. 

The benefits of information security- 


protecting computer systems and net- 
works-are inherently invisible: if threats 
have been averted, things work as normal. 
That means it often gets neglected. One 
way to deal with that is to disclose more in- 
formation. A pioneering law in California 
in 2003 required companies to notify peo- 
ple if a security breach had compromised 
their personal information, which pushed 
companies to invest more in prevention. 
The model has been adopted in other 
states and could be used more widely. 

In addition, regulators could require 
large companies to undergo an annual in- 
formation-security audit by an accredited 
third party, similar to financial audits for 
listed companies. Information about vul- 
nerabilities would be kept confidential, 
but it could be used by firms to improve 
their practices and handed to regulators if 
problems arose. It could even be a require- 
ment for insurance coverage, allowing a 
market for information security to emerge. 

Current rules on digital records state 
that data should never be stored for longer 
than necessary because they might be mis- 
used or inadvertently released. But Viktor 
Mayer-Schonberger of the National Uni- 
versity of Singapore worries that the in- 
creasing power and decreasing price of 


computers will make it too easy to hold on 
to everything. In his recent book “Delete” 
he argues in favour of technical systems 
that “forget”: digital files that have expiry 
dates or slowly degrade over time. 

Yet regulation is pushing in the oppo- 
site direction. There is a social and political 
expectation that records will be kept, says 
Peter Allen of esc, a technology provider: 
“The more we know, the more we are ex- 
pected to know-for ever.” American secu- 
rity officials have pressed companies to 
keep records because they may hold clues 
after a terrorist incident. In future it is more 
likely that companies will be required to 
retain all digital files, and ensure their accu- 
racy, than to delete them. 

Processing data is another concern. 
Ian Ayres, an economist and lawyer at Yale 
University and the author of “Super- 
Crunchers”, a book about computer algo- 
rithms replacing human intuition, frets 
about the legal implications of using statis- 
tical correlations. Rebecca Goldin, a math- 
ematician at George Mason University, 
goes further: she worries about the “ethics 
of super-crunching”. For example, racial 
discrimination against an applicant for a 
bank loan is illegal. But what if a computer 
model factors in the educational level of ►► 


17 


The Economist February 27th 2010 


A special report on managing information 


► the applicant’s mother, which in America 
is strongly correlated with race? And what 
if computers, just as they can predict an in- 
dividual’s susceptibility to a disease from 
other bits of information, can predict his 
predisposition to committing a crime? 

A new regulatory principle in the age of 
big data, then, might be that people’s data 
cannot be used to discriminate against 
them on the basis of something that might 
or might not happen. The individual must 
be regarded as a free agent. This idea is akin 
to the general rule of national statistical of- 
fices that data gathered for surveys cannot 
be used against a person for things like de- 
porting illegal immigrants— which, alas, 
has not always been respected. 

Privacy rules lean towards treating per- 
sonal information as a property right. A 
reasonable presumption might be that the 
trail of data that an individual leaves be- 


hind and that can be traced to him, from 
clicks on search engines to book-buying 
preferences, belong to that individual, not 
the entity that collected it. Google’s “data 
liberation” initiative mentioned earlier in 
this report points in that direction. That 
might create a market for information. In- 
deed, “data portability” stimulates compe- 
tition, just as phone-number portability 
encourages competition among mobile 
operators. It might also reduce the need for 
antitrust enforcement by counteracting 
data aggregators’ desire to grow ever bigger 
in order to reap economies of scale. 

Ensuring the integrity of the informa- 
tion is an important part of the big-data 
age. When America’s secretary of state, 
Hillary Clinton, lambasted the Chinese in 
January for allegedly hacking into Goo- 
gle’s computers, she used the term “the glo- 
bal networked commons”. The idea is that 


the internet is a shared environment, like 
the oceans or airspace, which requires in- 
ternational co-operation to make the best 
use of it. Censorship pollutes that environ- 
ment. Disrupting information flows not 
only violates the integrity of the data but 
quashes free expression and denies the 
right of assembly. Likewise, if telecoms op- 
erators give preferential treatment to cer- 
tain content providers, they undermine 
the idea of “network neutrality”. 

Governments could define best prac- 
tice on dealing with information flows and 
the processing of data, just as they require 
firms to label processed foods with the in- 
gredients or impose public-health stan- 
dards. The World Trade Organisation, 
which oversees the free flow of physical 
trade, might be a suitable body for keeping 
digital goods and services flowing too. But 
it will not be quick or easy. ■ 


Handling the cornucopia 

The best way to deal with allthatinformation is to use machines. Butthey need watching 


I N 2002 America’s Defence Advanced Re- 
search Projects Agency, best known for 
developing the internet four decades ago, 
embarked on a futuristic initiative called 
Augmented Cognition, or “AugCog”. Com- 
mander Dylan Schmorrow, a cognitive sci- 
entist with the navy, devised a crown of 
sensors to monitor activity in the brain 
such as blood flow and oxygen levels. The 
idea was that modern warfare requires sol- 
diers to think like never before. They have 
to do things that require large amounts of 
information, such as manage drones or 
oversee a patrol from a remote location. 
The system can help soldiers make sense 
of the flood of information streaming in. 
So if the sensors detect that the wearer’s 
spatial memory is becoming saturated, 
new information will be sent in a different 
form, say via an audio alert instead of text. 
In a trial in 2005 the device achieved a 
100% improvement in recall and a 500% in- 
crease in working memory. 

Is this everybody’s future? Probably 
not. But as the torrent of information in- 
creases, it is not surprising that people feel 
overwhelmed. “There is an immense risk 
of cognitive overload,” explains Carl Pabo, 
a molecular biologist who studies cogni- 
tion. The mind can handle seven pieces of 
information in its short-term memory and 
can generally deal with only four concepts 


or relationships at once. If there is more in- 
formation to process, or it is especially 
complex, people become confused. 

Moreover, knowledge has become so 
specialised that it is impossible for any in- 
dividual to grasp the whole picture. A true 
understanding of climate change, for in- 
stance, requires a knowledge of meteorol- 
ogy, chemistry, economics and law, among 
many other things. And whereas doctors a 
century ago were expected to keep up with 
the entire field of medicine, now they 
would need to be familiar with about 
10,000 diseases, 3,000 drugs and more 
than 1,000 lab tests. A study in 2004 sug- 
gested that in epidemiology alone it would 
take 21 hours of work a day just to stay cur- 
rent. And as more people around the 
world become more educated, the flow of 
knowledge will increase even further. The 
number of peer-reviewed scientific papers 
in China alone has increased 14-fold since 
1990 (see chart 3, next page). 

“What information consumes is rather 
obvious: it consumes the attention of its re- 
cipients,” wrote Herbert Simon, an econo- 
mist, in 1971. “Hence a wealth of informa- 
tion creates a poverty of attention.” But 
just as it is machines that are generating 
most of the data deluge, so they can also be 
put to work to deal with it. That highlights 
the role of “information intermediaries”. 


People rarely deal with raw data but con- 
sume them in processed form, once they 
have been aggregated or winnowed by 
computers. Indeed, many of the technol- 
ogies described in this report, from busi- 
ness analytics to recursive machine-learn- 
ing to visualisation software, exist to make 
data more digestible for humans. 

Some applications have already be- 
come so widespread that they are taken for 
granted. For example, banks use credit 
scores, based on data about past financial 
transactions, to judge an applicant’s ability 
to repay a loan. That makes the process less 
subjective than the say-so of a bank man- 
ager. Likewise, landing a plane requires a 
lot of mental effort, so the process has been 
largely automated, and both pilots and 
passengers feel safer. And in health care 
the trend is towards “evidence-based 
medicine”, where not only doctors but 
computers too get involved in diagnosis 
and treatment. 

The dangers of complacency 

In the age of big data, algorithms will be 
doing more of the thinking for people. But 
that carries risks. The technology is far less 
reliable than people realise. For every suc- 
cess with big data there are many failures. 
The inability of banks to understand their 
risks in the lead-up to the financial crisis is ►► 
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► one example. The deficient system used to 
identify potential terrorists is another. 

On Christmas Day last year a Nigerian 
man, Umar Farouk Abdulmutallab, tried to 
ignite a hidden bomb as his plane was 
landing in Detroit. It turned out his father 
had informed American officials that he 
posed a threat. His name was entered into 
a big database of around 550,000 people 
who potentially posed a security risk. But 
the database is notoriously flawed. It con- 
tains many duplicates, and names are reg- 
ularly lost during back-ups. The officials 
had followed all the right procedures, but 
the system still did not prevent the suspect 
from boarding the plane. 

One big worry is what happens if the 
technology stops working altogether. This 
is not a far-fetched idea. In January 2000 
the torrent of data pouring into America’s 
National Security Agency (nsa) brought 
the system to a crashing halt. The agency 
was “brain-dead” for three-and-a-half 
days, General Michael Hayden, then its di- 
rector, said publicly in 2002. “We were 
dark. Our ability to process information 
was gone.” 

If an intelligence agency can be hit in 
this way, the chances are that most other 
users are at even greater risk. Part of the sol- 
ution will be to pour more resources into 
improving the performance of existing 
technologies, not just pursue more innova- 
tions. The computer industry went 
through a similar period of reassessment 
in 2001-02 when Microsoft and others an- 
nounced that they were concentrating on 
making their products much more secure 
rather than adding new features. 

Another concern is energy consump- 
tion. Processing huge amounts of data 
takes a lot of power. “In two to three years 
we will saturate the electric cables running 
into the building,” says Alex Szalay at 
Johns Hopkins University. “The next chal- 
lenge is how to do the same things as today, 
but with ten to 100 times less power.” 

It is a worry that affects many organisa- 
tions. The nsa in 2006 came close to ex- 
ceeding its power supply, which would 
have blown out its electrical infrastructure. 
Both Google and Microsoft have had to put 
some of their huge data centres next to hy- 
droelectric plants to ensure access to 
enough energy at a reasonable price. 

Some people are even questioning 
whether the scramble for ever more infor- 
mation is a good idea. Nick Bostrom, a phi- 
losopher at Oxford University, identifies 
“information hazards” which result from 
disseminating information that is likely to 
cause harm, such as publishing the blue- 
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print for a nuclear bomb or broadcasting 
news of a race riot that could provoke fur- 
ther violence. “It is said that a little knowl- 
edge is a dangerous thing,” he writes. “It is 
an open question whether more knowl- 
edge is safer.” Yet similar concerns have 
been raised through the ages, and mostly 
proved overblown. 

Knowledge is power 

The pursuit of information has been a hu- 
man preoccupation since knowledge was 
first recorded. In the 3rd century bc Ptole- 
my stole every available scroll from pass- 
ing travellers and ships to stock his great li- 
brary in Alexandria. After September 11th 
2001 the American Defence Department 
launched a program called “Total Informa- 
tion Awareness” to compile as many data 
as possible about just about everything-e- 
mails, phone calls, web searches, shopping 
transactions, bank records, medical files, 
travel history and much more. Since 1996 


Brewster Kahle, an internet entrepreneur, 
has been recording all the content on the 
web as a not-for-profit venture called the 
“Internet Archive”. It has since expanded 
to software, films, audio recordings and 
scanning books. 

There has always been more informa- 
tion than people can mentally process. The 
chasm between the amount of informa- 
tion and man’s ability to deal with it may 
be widening, but that need not be a cause 
for alarm. “Our sensory and attentional 
systems are tuned via evolution and expe- 
rience to be selective,” says Dennis Proffitt, 
a cognitive psychologist at the University 
of Virginia. People find patterns to com- 
press information and make it manage- 
able. Even Commander Schmorrow does 
not think that man will be replaced by ro- 
bots. “The flexibility of the human to con- 
sider as-yet-unforeseen consequences 
during critical decision-making, go with 
the gut when problem-solving under un- 
certainty and other such abstract reason- 
ing behaviours built up over years of expe- 
rience will not be readily replaced by a 
computer algorithm,” he says. 

The cornucopia of data now available 
is a resource, similar to other resources in 
the world and even to technology itself. 
On their own, resources and technologies 
are neither good nor bad; it depends on 
how they are used. In the age of big data, 
computers will be monitoring more 
things, making more decisions and even 
automatically improving their own pro- 
cesses-and man will be left with the same 
challenges he has always faced. As T.S. El- 
iot asked: “Where is the wisdom we have 
lost in knowledge? Where is the knowl- 
edge we have lost in information?” ■ 
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► one example. The deficient system used to 
identify potential terrorists is another. 

On Christmas Day last year a Nigerian 
man, Umar Farouk Abdulmutallab, tried to 
ignite a hidden bomb as his plane was 
landing in Detroit. It turned out his father 
had informed American officials that he 
posed a threat. His name was entered into 
a big database of around 550,000 people 
who potentially posed a security risk. But 
the database is notoriously flawed. It con- 
tains many duplicates, and names are reg- 
ularly lost during back-ups. The officials 
had followed all the right procedures, but 
the system still did not prevent the suspect 
from boarding the plane. 

One big worry is what happens if the 
technology stops working altogether. This 
is not a far-fetched idea. In January 2000 
the torrent of data pouring into America’s 
National Security Agency (nsa) brought 
the system to a crashing halt. The agency 
was “brain-dead” for three-and-a-half 
days, General Michael Hayden, then its di- 
rector, said publicly in 2002. “We were 
dark. Our ability to process information 
was gone.” 

If an intelligence agency can be hit in 
this way, the chances are that most other 
users are at even greater risk. Part of the sol- 
ution will be to pour more resources into 
improving the performance of existing 
technologies, not just pursue more innova- 
tions. The computer industry went 
through a similar period of reassessment 
in 2001-02 when Microsoft and others an- 
nounced that they were concentrating on 
making their products much more secure 
rather than adding new features. 

Another concern is energy consump- 
tion. Processing huge amounts of data 
takes a lot of power. “In two to three years 
we will saturate the electric cables running 
into the building,” says Alex Szalay at 
Johns Hopkins University. “The next chal- 
lenge is how to do the same things as today, 
but with ten to 100 times less power.” 

It is a worry that affects many organisa- 
tions. The nsa in 2006 came close to ex- 
ceeding its power supply, which would 
have blown out its electrical infrastructure. 
Both Google and Microsoft have had to put 
some of their huge data centres next to hy- 
droelectric plants to ensure access to 
enough energy at a reasonable price. 

Some people are even questioning 
whether the scramble for ever more infor- 
mation is a good idea. Nick Bostrom, a phi- 
losopher at Oxford University, identifies 
“information hazards” which result from 
disseminating information that is likely to 
cause harm, such as publishing the blue- 
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print for a nuclear bomb or broadcasting 
news of a race riot that could provoke fur- 
ther violence. “It is said that a little knowl- 
edge is a dangerous thing,” he writes. “It is 
an open question whether more knowl- 
edge is safer.” Yet similar concerns have 
been raised through the ages, and mostly 
proved overblown. 

Knowledge is power 

The pursuit of information has been a hu- 
man preoccupation since knowledge was 
first recorded. In the 3rd century bc Ptole- 
my stole every available scroll from pass- 
ing travellers and ships to stock his great li- 
brary in Alexandria. After September 11th 
2001 the American Defence Department 
launched a program called “Total Informa- 
tion Awareness” to compile as many data 
as possible about just about everything-e- 
mails, phone calls, web searches, shopping 
transactions, bank records, medical files, 
travel history and much more. Since 1996 


Brewster Kahle, an internet entrepreneur, 
has been recording all the content on the 
web as a not-for-profit venture called the 
“Internet Archive”. It has since expanded 
to software, films, audio recordings and 
scanning books. 

There has always been more informa- 
tion than people can mentally process. The 
chasm between the amount of informa- 
tion and man’s ability to deal with it may 
be widening, but that need not be a cause 
for alarm. “Our sensory and attentional 
systems are tuned via evolution and expe- 
rience to be selective,” says Dennis Proffitt, 
a cognitive psychologist at the University 
of Virginia. People find patterns to com- 
press information and make it manage- 
able. Even Commander Schmorrow does 
not think that man will be replaced by ro- 
bots. “The flexibility of the human to con- 
sider as-yet-unforeseen consequences 
during critical decision-making, go with 
the gut when problem-solving under un- 
certainty and other such abstract reason- 
ing behaviours built up over years of expe- 
rience will not be readily replaced by a 
computer algorithm,” he says. 

The cornucopia of data now available 
is a resource, similar to other resources in 
the world and even to technology itself. 
On their own, resources and technologies 
are neither good nor bad; it depends on 
how they are used. In the age of big data, 
computers will be monitoring more 
things, making more decisions and even 
automatically improving their own pro- 
cesses-and man will be left with the same 
challenges he has always faced. As T.S. El- 
iot asked: “Where is the wisdom we have 
lost in knowledge? Where is the knowl- 
edge we have lost in information?” ■ 


Reprints 

Reprints of this special report are available 
at US$7.00 each, with a minimum of 5 copies, 
plus 10% postage in the United States, 

15% postage in Mexico and Canada. Add tax in 
CA, DC, IL, NY, VA;GSTin Canada. 

For orders to NY, please add tax based on cost 
of reprints plus postage. 

For classroom use or quantities over 50, 
please telephone for discountinformation. 

Please send your order with payment by 
cheque or money order to: 
dill Kaletha of Foster Printing Service 
Telephone 866 879 9144, extension 168 
or emailjillk@fosterprinting.com 
(American Express, Visa, MasterCard and 
Discover accepted) 

For more information and to order special reports 
and reprints online, please visit our website 

Economist.com/rights 


Future special reports 

Germany March 13th 

America's economy April 3rd 

Innovation in emerging markets Aprill7th 

Television May 1st 

International banking May 15th 

Water May 22nd 


Previous special reports and a list of 
forthcoming ones can be found online 

Economist.com/specialreports 





The Economist February 27th 2010 


53 



Israel's controversial intelligence service 

Does Mossad really make Israel safer? 


JERUSALEM 

In the wake of the assassination of a Hamas leader in Dubai, presumably by 
Mossad, the agency’s effectiveness, attitude and leadership are under scrutiny 


ALTHOUGH they stolidly refuse to admit 
A that their external security service had 
done it, Israeli officials say they are confi- 
dent that in Europe and elsewhere outrage 
over the recent assassination in Dubai of a 
Hamas commander will quickly blow 
over. Israeli ambassadors were called in 
and carpeted in London, Canberra and 
Dublin over stolen passports and identi- 
ties used by the team that killed Mahmoud 
al-Mabhouh and was later exposed by the 
Dubai police, eu foreign ministers have 
“strongly condemned” the action. But the 
Israelis, seeking to minimise the damage, 
note innocently that the complaints fo- 
cused on the passports rather than the ac- 
tual killing— and anyway stopped short of 
explicitly fingering Mossad. 

Indeed, despite the meticulous closed- 
circuit television records of the comings 
and goings through Dubai’s airport and 
hotels, Mossad people still say, with an al- 
most straight face, that the evidence is cir- 
cumstantial. A former spymaster, Rafi Ei- 
tan, even suggested half in jest that a rival 
service may have framed the Israelis. 

In any event, even though they do not 
admit their involvement, the Israelis are 
portraying Mr Mabhouh’s demise as part 
of a wider war waged by Israel together 
with the West and its own secret services. 
The Israelis stress that Hamas, the Palestin- 
ian Islamist group, is as much the West’s 
enemy as it is Israel’s. So, they add, is Hiz- 
bullah, the Lebanese group. Both, they 
note, are clients of Iran. 


Israel says Mr Mabhouh was a kidnap- 
per and murderer who, more recently, had 
procured arms, chiefly from Iran. The Israe- 
lis want to block the flow of weapons, es- 
pecially rockets, into Gaza, which Hamas 
runs. To this end, they have raided ships off 
the Horn of Africa and bombed a convoy 
of lorries in eastern Sudan. “This is the 
broader background to what happened in 
Dubai,” says an Israeli familiar with Mos- 
sad. “Friendly governments know it full 
well”— and tacitly, he says, approve. 

Still, the choice of Dubai, a commercial 
hub with friendly ties to the West, as a ven- 
ue for the assassination has discomfited 
some Israelis in intelligence circles. They 
want Meir Dagan (pictured above), now 
into his eighth year as Mossad’s head, to 
make way for a younger man. Insiders say 
he has kept down potential successors, 
making it hard for Binyamin Netanyahu, 
Israel’s prime minister, to sack him. 

A power struggle in Mossad would 
come at a bad time for Israel. The Dubai im- 
broglio comes just as the agency faces its 
hardest test in more than a decade. During 
his first term as prime minister (1996-99), 
Mr Netanyahu told Mossad to prevent 
Iran, by every means other than military 
force, from getting a nuclear weapon. Mos- 
sad’s head is responsible in the Israeli hier- 
archy for both political and clandestine ef- 
forts to stymie Iran’s nuclear ambitions 
and to collect and share intelligence on 
that score with other governments. 

Leaked reports over the years suggest 



the Israelis have had some success in slow- 
ing the Iranians down. More recently, how- 
ever, it has been reported that Mossad may 
have run out of tricks to that end. Israeli in- 
telligence sources, however, say that is not 
so. A mix of non-military methods to mon- 
itor and disrupt Iran’s nuclear plans is still, 
they say, working. Yet they do not, under- 
standably, rule out the eventual use of di- 
rect force against Iran’s nuclear facilities. 
For the time being, Mr Netanyahu is urging 
“crippling sanctions”. 

By the same token, a Mossad source 
says that cloak-and-dagger operations still 
have their uses, even though ultra-modern 
electronic and biometric skills, used with 
surprising efficiency (in Israeli eyes) by Du- 
bai’s police, make such operations, involv- 
ing wigged disguises and old-style skul- 
duggery, harder to pull off. “But every 
technical problem is a challenge,” says the 
source. “Rest assured our leading intelli- 
gence agencies are working on solutions.” 

Thoughtful Israeli critics of Mossad, of 
its swashbuckling director and of Mr Net- 
anyahu, say the intelligence service has 
two other defects that should be tackled: 
arrogance and complacency. A pernicious 
“superiority complex”, says a former intel- 
ligence man, has taken root in both Mos- 
sad and Shin Bet, the internal security ser- 
vice also known by its Hebrew acronym, 
Shabak. The apparent success with which 
they have monitored and infiltrated Pales- 
tinians in the West Bank has created an at- 
titude of condescension that inhibits 
peacemaking. 

Only this week it was revealed, amid Is- 
raeli intelligence chuckles, that a Hamas 
founder’s son had been a long-serving 
Shin Bet agent. Why bother to negotiate 
with the Palestinians, some intelligence 
people may feel, when they can be con- 
stantly hamstrung by such trickery? Oth- 
ers, however, disagree. Much may depend 
on Mr Dagan’s succession. ■ 
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Israeli spies in Lebanon 

Not such a success 


CAIRO 

A round-up of Israeli spies 

W ITH a lot less exposure in the 
world’s press than it got for its 
recent Dubai operation, Israel has quiet- 
ly suffered a string of setbacks in Leba- 
non, a front-line state with which it has 
often been at war. Lebanon’s security 
service says that since November 2008 it 
has broken up no fewer than 25 Israeli 
spy rings. The reported arrest this month 
of a colonel in Lebanese army intelli- 
gence, identified solely by the initials gs, 
brings the number of those charged to 
70-plus; 40 of them are in Lebanese 
police custody. 

For a force better known for its failure 
to manage traffic, let alone resolve Leba- 
non’s sorry catalogue of political mur- 
ders, the counter-intelligence sweep is 
an unprecedented coup. The arrests are 
said to have exposed a series of agents 
for Israel, ranging from a retired Leba- 
nese army general who ran a house- 
cleaning service to a garage owner who 
specialised in supplying Hizbullah, 
Lebanon’s Shia party-cum-militia, with 
vehicles that he secretly fitted with 
tracking devices. 

Some are said to have worked for the 
Israelis since the 1980s, whereas others 
were recruited after Israel’s war against 
Hizbullah in 2006. Earlier this month a 
Lebanese court sentenced two such 
agents to death for blowing up a Pales- 
tinian Islamist leader and his brother in a 
car in 2006. One is charged separately 
with killing two top Hizbullah men, as 
well as the son of Ahmad Jibril, past 
head of a Palestinian guerrilla group. 

Aside from the alleged spies, the 
Lebanese say they netted fancy surveil- 
lance and communications gear dis- 
guised, among other innocuous things, 
as Thermos flasks, canisters of motor oil 
and battery chargers. The gadgetry may 
be what gave the game away. Security 
sources hint that France or perhaps 
Russia helped the Lebanese by supply- 
ing sophisticated systems to monitor 
and analyse the telecoms data. The 
Lebanese then homed in on suspicious 
signals. 

Another clue may have pointed to 
the importance of the signals trail. Last 
summer, as the spies were being round- 
ed up, a senior man in Unit 8200, the 
section of Israeli military intelligence 
tasked with eavesdropping on Israel’s 
enemies, shot himself in his office. Col- 
leagues blamed “unrequited love”. 
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Senegal's politics 

Statuesque or grotesque? 


DAKAR 

An outsize statue symbolises the defects of the president and his family 


I T IS either a glorious tribute to the African 
Renaissance, as the government pro- 
claims, or an overblown monument to the 
outrageous vanity of President Abdoulaye 
Wade, as many Senegalese believe. Either 
way, at least the vast statue that now dom- 
inates the skyline of the Senegalese capital 
of Dakar leaves no one indifferent. At 50 
metres tall, a shade more than New York’s 
Statue of Liberty, it is designed to provoke. 

To Mr Wade and his supporters the stat- 
ue’s bronze rendering of a nuclear family 
represents Africa rising from centuries of 
“ignorance, intolerance and racism”. Sene- 
gal’s selflessness in giving physical expres- 
sion to this grand theme is meant to reflect 
the country’s exalted standing on the con- 
tinent. After all, it is the leader of Franco- 
phone Africa-at least since Cote d’Ivoire 
imploded— and is Africa’s only successful 
and stable Muslim democracy. The backers 
of the statue, which is to open officially in 
April, say it will become one of the conti- 
nent’s top tourist sites. 

But critics say the “Monument of the 
African Renaissance”, as the behemoth is 
called, sums up all that has gone wrong 
with Mr Wade, once a popular leader who 
ended decades of socialist rule by winning 
the general election of 2000. A particular 
butt of criticism is the statue’s cost, said to 
be about $27m, in a country where mil- 
lions live in poverty and thousands are still 
homeless as a result of last year’s floods. In 
many Senegalese eyes, the statue shows 
how Mr Wade has forgotten the priorities 
of ordinary Senegalese. 

And then there is the sex. The skimpy 
bits of cloth on the statue’s man, woman 
and child leave little to the imagination. Ms 
Renaissance, in particular, pouts and 
thrusts as if she were posing for the cover 
of Playboy magazine. In a majority-Mus- 
lim country that is deeply pious, though 
not at all fundamentalist, the figures’ sen- 
suousness has offended many. Some 
imams call the statue “idolatrous” and 
“unlslamic”. Mr Wade attempted to fend 
off this gibe by comparing it to images of 
Jesus in churches. But that merely offended 
the country’s small but important Catholic 
minority. Once again, say his critics, the 83- 
year-old Mr Wade showed he had lost his 
touch. 

But the president has probably been 
damaged most of all by his demand that 
35% of the proceeds from visitors viewing 
the statue should go in perpetuity to his 
own foundation, to be run by his daughter. 



I'm too sexy for my shirt 


Mr Wade argues that this is a fair reward for 
the extraordinary creative energy he has 
expended on the project (which was de- 
signed by North Koreans), though it has 
been financed from public funds. An im- 
pression that the president is exploiting the 
statue for family gain comes on top of a 
long-running controversy over his 41-year- 
old son, Karim. He has been appointed the 
most powerful minister in the govern- 
ment, despite his lack of ministerial experi- 
ence and his heavy defeat at the polls 
when he ran for mayor of Dakar a year ago. 

Opposition politicians such as Abdou- 
laye Bathily, leader of the Democratic 
League party, allege that these are worry- 
ing signs that Senegal is turning into a 
“family-run patrimonial state”. Concern is 
growing, at home and among Senegal’s 
Western allies, that Mr Wade has become 
increasingly autocratic. Corruption has ris- 
en. The government has become increas- 
ingly intolerant of opposition. 

With a thumping majority in the na- 
tional assembly, partly because opposition 
parties boycotted the last election, Mr 
Wade has been able to do almost as he fan- 
cies; mps, says Mr Bathily have “become 
stooges for his personal ambitions”. Mr ►► 
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► Wade says that he wants to run for presi- 
dent again in 2012, when he will be 86. 
Some question whether the constitution 
allows him to seek a third term but it has 
been changed so often by his tame legisla- 
tors that he probably can and will do so. 

That would further entrench the Wade 
family. And that, says the opposition, 
would threaten Senegal’s political and eco- 
nomic stability. Much depends on wheth- 
er the fractious opposition can unite to de- 
feat Mr Wade at the polls. He has been 
proficient at slicing and dicing them; Sene- 
gal, with a population of around 13m, has 
over 150 parties. A coalition of seven main 
opposition groups is close to agreeing on a 
common platform, including a pledge to 
trim presidential powers. But to beat Mr 
Wade they will have to choose a single can- 
didate, a task that may be beyond them. ■ 


South Africa' s economy 

Steady as she goes 


JOHANNESBURG 

A budget that gives little to the left 

I EFT-WING trade-union allies of Presi- 
jdent Jacob Zuma have reacted with fury 
to the business-friendly budget, unveiled 
on February 17th, threatening to call a gen- 
eral strike in the second half of the year. 
The first of Mr Zuma’s ten-month-old gov- 
ernment, the budget spurned left-wing 
calls for tax increases, nationalisation of 
the mines and dropping inflation-targeting 
by the central bank. Instead, the finance 
minister, Pravin Gordhan, is pursuing 
broadly the same prudent macroeconom- 
ic policies that prevailed under Thabo 
Mbeki’s presidency from 1999 to 2008. 

Mr Zuma has been accused of weak 
leadership, particularly since his dreary 
state-of-the-nation speech earlier this 
month. But he has again shown— this time 
via Mr Gordhan-that he is not beholden 
to his noisy allies on the left who helped 
catapult him to power. 

Mr Gordhan, who did a good job run- 
ning South Africa’s tax service, had the 
misfortune to take over the finance minis- 
try from the much-lauded Trevor Manuel 
just as the country was slipping into its first 
recession for 17 years. After growing by 
nearly 5% a year from 2005 to 2008, the 
economy shrank by l 8% last year, shed- 
ding nearly 900,000 jobs. The official rate 
of unemployment, including those too dis- 
couraged to go on looking for work, now 
stands at 34%. 

Yet the worst may be over. Figures out 
this week show that the economy grew at 
an unexpectedly fast annual rate of 3.2% in 
the last quarter of 2009, after barely grow- 


ing in the third quarter and shrinking in 
each of the three previous ones. Mr Gord- 
han has based his budget on a fairly cau- 
tious growth forecast of 2.3% this year ris- 
ing to 3.2% next year and 3.6% in 2012. That 
is in line with other forecasts, but it is not 
nearly fast enough for the government to 
achieve its goal of cutting unemployment 
by half by 2014. 

Hence the anxious calls from the main 
trade-union federation and others on the 
left for inflation-targeting to be dropped in 
favour of a policy focused on job creation 
and faster growth. But Mr Gordhan argues 
that last year’s inflation rate of 7%, still 
higher than in most of its trading partners, 
is making South Africa less competitive. 
Exports represented 35% of gdp in 2008. 
He has asked the central bank to continue 
with an inflation target of 3-6%. He expects 
inflation this year to average around 6%. 

Hitting that target will be helped by this 
week’s rejection of an application by Es- 
kom, the state-owned power company, for 
a 35% rise in tariffs in each of the next three 
years; it had originally asked for 45%. It says 
it needs the money to pay for an expansion 
that will cost 385 billion rand ($50 billion). 
But after both business and labour com- 
plained, the national energy regulator says 
it will let Eskom raise its prices by 25% this 
year and 26% in each of the next two. 

Mr Gordhan did throw a few crumbs to 
the left. Despite signs of recovery, he says 
he will keep his stimulus package going, by 
pouring 846 billion rand into infrastruc- 
ture projects, including Eskom’s, in the 
next three years. The government will also 
honour its election pledge to extend child- 
support grants to children up to the age of 
18, instead of justi.5. But that will hardly sat- 
isfy the trade unions or the increasingly 
restive poor in the squalid townships. ■ 



Gordhan won't slip on their skins 


Somalia's civil war 

Jihadists on the 
march 

NAIROBI 

The strongest Islamist militia is now 
formally linked to al-Qaeda 

T HE war in Somalia between the Islam- 
ist militias known as the Shabab and 
the Western-backed supposedly “transi- 
tional” government headed by Sharif Ah- 
med, himself an Islamist who promotes 
sharia law, is getting even bloodier. The un 
says that ferocious fighting in the capital, 
Mogadishu, has caused at least 8,000 resi- 
dents to flee this month, to add to the 1.5m 
Somalis already displaced, out of a popu- 
lation that once exceeded 8m. Govern- 
ment forces, which control a shrinking 
slice of the capital, are still on the defen- 
sive. But independent reports are scanty; it 
is hard to say exactly what is going on from 
day to day. Chaos and terror prevail. 

For instance, when three Shabab fight- 
ers were found dead this week in Mogadi- 
shu’s Bakara market, each shot in the head, 
it was unclear who had killed them. Some 
said government forces. Others blamed 
Ethiopian spies. Or was it Hizbul Islam, a 
radical Islamist outfit that has fallen out 
with the Shabab? Or perhaps the Shabab 
itself was dealing with turncoats. 

President Ahmed sleeps in a presiden- 
tial palace guarded by African Union (au) 
peacekeepers from Uganda and Burundi. 
There are frequent attempts to kill him. 
Several of his ministers have been assassi- 
nated. The weapons, training and cash giv- 
en to his unelected administration by the 
American and European governments are 
inadequate. Little of the promised $2som 
in aid has been disbursed. 

Mr Ahmed claims to have 13,000 troops 
under arms but that is probably an exag- 
geration. So far they have failed to fend off 
the smaller Shabab (meaning Youth), 
which continues to control most of south 
and central Somalia. A new agreement be- 
tween the government and al-Sunnah, a 
moderate Ethiopian-backed militia which 
espouses a Sufi doctrine, may stall the 
northward march of the Shabab. But al- 
Sunnah’s price of five cabinet posts as well 
as seats in Somalia’s defunct parliament 
may weaken what is already a pathetically 
feeble government. 

The Shabab is tightening its grip in the 
areas it controls, as its opponents dither. It 
has become more radical, as moderates in 
its ranks have been eliminated. In January 
it openly declared its allegiance to al- 
Oaeda. As a result, more foreign fighters 
are drifting into the country. Fears are 
growing that Shabab suicide-bombers 
may hit neighbouring Ethiopia and Kenya. 
“The soldiers of Allah are now prepared to ►► 
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► launch attacks to eliminate the enemy 
from the country,” raged a Shabab leader 
in Mogadishu earlier this month, to a roar 
of approval from the crowd. The enemy in- 
cludes the 4,000-odd au peacekeepers 
who are meant to stop the government 
from being driven into the sea. 

As usual, civilians are bearing the brunt 
of the misery. All sides have killed them 
with impunity. The International Commit- 
tee of the Red Cross says its two hospitals 
in Mogadishu have treated 1,500 war 
wounded this year. Few children go to 
school. Infant mortality rates are among 


W HEN soldiers seized power last week 
in Niger, thousands took to the 
streets of Niamey, the dusty capital, to cele- 
brate. The new rulers, who kidnapped 
President Mamadou Tandja on February 
18th, say they simply want to oust a tyrant 
and hold elections. Many of the desert 
state’s 15m people seem to believe them. 

Mr Tandja, aged 71, had been growing 
ever more authoritarian as the end of his 
tenure approached last year. He changed 
the constitution to junk term limits and 
pushed elections back to 2012. He also dis- 
solved parliament and tightened his grip 
on the press. Local human-rights cam- 
paigners say the army has indeed halted a 
worrying turn of events. The United Na- 
tions says Niger is the world’s least devel- 
oped country. 


Correction: Due to an editing error in our article last 
week on Kenya ("The politicians just don't seem to get 
it"), we said that Najib Balala, the minister of tourism, 
was a former mayor of Nairobi. He was actually a former 
mayor of Mombasa. Sorry. 


the highest in the world. Food is expensive 
and scarce. Rains have failed again in cen- 
tral Somalia. Cattle and camels are dying 
or having to be slaughtered. Shabab com- 
manders in the south refuse to work with 
the UN’s World Food Programme to distri- 
bute food aid unless the wfp buys some 
grain from Somali farmers and ensures 
that none of the food handed out is Ameri- 
can. Some un officials would be willing to 
oblige. The Americans, in any case, say 
their shipments of food should stop until it 
can be guaranteed that none of it reaches 
the Shabab. As a result, everyone suffers. ■ 


Yet to the African Union (au), a coup is 
still a coup. The body is trying to stop a 
trend that still blights the continent. It has 
suspended Niger, saying it may impose 
sanctions on junta members if they prove 
reluctant to cede power. Last year the au 
threw out Madagascar after Andry Rajoe- 
lina, a former disc jockey and populist 
mayor of the capital, seized power, and has 
vowed to impose sanctions if he fails to 
implement a power-sharing deal by March 
16th. Guinea and Mauritania were also sus- 
pended after coups in 2008. 

In any case, suspension and sanctions 
by the au may hurt Niger’s new leaders 
less than most. The biggest investment in 
the country is from farther afield. Since 
winning a contract last year, France has 
spent $L5 billion on the world’s second- 
largest uranium mine. And in 2008 China 
signed a deal worth $5 billion to pump oil. 
France has made mildly rude noises about 
the coup but no more. China, it seems, 
does not care about democracy in Africa. 


Nigeria's president 

A sudden return 


LAGOS 

There’s still a vacuum 

I N THE early hours of February 24th 
Umaru Yar’Adua, Nigeria’s ailing and 
long-absent president, finally came 
home. After three months in a clinic in 
Saudi Arabia, the saga over who is in 
charge of Africa’s most populous coun- 
try is bound to resume. 

The matter seemed to have been 
solved just two weeks ago. Goodluck 
Jonathan, the vice-president, took over 
the top j ob on February 9th after the 
prolonged power vacuum had seen 
government business slow down, in- 
vestors grow querulous and militants in 
the oil-rich Niger Delta threaten to re- 
sume their rebellion. 

But, suspiciously soon after Mr Jona- 
than took up the reins of office as a care- 
taker, the president is back. Mr 
Yar’Adua’s spokesman said he would 
not return to work straightaway and that 
Mr Jonathan would stay in charge while 
he recuperates. No timetable was given. 
All that is certain is that the unexpected 
homecoming adds to the uncertainty. Mr 
Jonathan cannot make any long-term 
plans for his time in office, as his stint 
could end at any minute. 

Some people in Abuja, the capital, say 
the president’s return is more about 
undermining the handover than a sign 
of improving health. Since taking the 
helm, Mr Jonathan has seemed fairly 
active, demoting cabinet ministers loyal 
to Mr Yar’Adua and trying to revive a 
peace process with the Delta militants. 

But he may now have to tread more 
carefully. In any event, political jockey- 
ing is under way ahead of next year’s 
elections. Few think Mr Yar’Adua well 
enough to run for a second term, but few 
think Mr Jonathan has enough support 
to run for a first. 


Moreover, despite the au’s fierce con- 
demnation of Niger’s coup, it has done lit- 
tle to dampen the desire of many African 
presidents to extend or abolish term limits, 
which led to Mr Tandja’s fall in the first 
place. Uganda’s Yoweri Museveni did 
away with them in 2005. Algeria’s Abdela- 
ziz Bouteflika did the same in 2008. So 
have the presidents of Chad and Camer- 
oon. “When you make peaceful change 
impossible, you make violent change inev- 
itable,” says Abdel Fatau Musah of the Eco- 
nomic Community of West African States, 
paraphrasing President Kennedy’s words. 
ecowas suspended Niger in October on 
account of Mr Tandja’s bad behaviour. ■ 



Niger's coup 

It seems popular, so far 


NIAMEY 

The African Union tut-tuts but the people appear to welcome a coup 
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Ukraine's new president 

Yanukovich’s mixed blessing 


MOSCOW 

A triumphant Viktor Yanukovich is inaugurated in Kiev, but his political problems 
have only just begun 


E /EN in Ukraine, elections can end. After 
two rounds of voting and weeks of le- 
gal rumbles, Viktor Yanukovich was inau- 
gurated on February 25th as Ukraine’s 
fourth democratically elected president. In 
November 2004 he tried and failed to steal 
the crown. Now he has played (mostly) by 
the rules-and won. Although Yulia Ty- 
moshenko, his charismatic rival (and Uk- 
raine’s prime minister), refuses to recog- 
nise Mr Yanukovich’s victory, she 
withdrew her legal appeals this week. Uk- 
raine’s highest office has thus moved from 
an incumbent to an opposition leader: a 
rare achievement in an ex-Soviet republic. 

Mr Yanukovich’s legitimacy is now ac- 
cepted by the world’s leaders, and not just 
by Russia’s prime minister, Vladimir Putin, 
who rashly congratulated him on his 
rigged victory in 2004. This time Moscow 
made no such crude statements. Instead, it 
asserted its feelings of fraternity towards 
Kiev by dispatching Patriarch Kirill, head 
of the Russian Orthodox Church, to bless 
Mr Yanukovich before his inauguration. 
This says as much about Mr Yanukovich’s 
piety as about Moscow’s tactic of using the 
church to extend its influence. Rarely have 
the Russians used soft power so well. Yet 
Mr Yanukovich, conscious of his pro-Rus- 
sian image, tried to downplay the patri- 
arch’s visit, and is planning his first foreign 
visit to Brussels, not Moscow. 

His biggest problems lie at home, where 
his slender victory is yet to turn into real 


power. Ms Tymoshenko’s legal challenge 
was not meant to overturn the election or 
trigger street protests. Her aim was to rally 
supporters by showing that she never 
gives up, to label Mr Yanukovich’s victory 
illegitimate and to blame Ukraine’s cor- 
rupt courts for “cynically refusing to estab- 
lish the truth”. All this was meant to chip 
away at Mr Yanukovich’s mandate. As it is, 
he is the first directly elected president in 
Ukraine’s history to win with less than 
50% of the vote. 

The election has affirmed Ukraine as a 
functioning democracy, but it has neither 
brought political stability nor resolved the 
crippling question of where power lies in a 
country of 46m people. Ukraine is still 
trapped in the constitutional compromise 
agreed to by the outgoing president, Viktor 
Yushchenko, which divides executive 
power between the president and a prime 
minister chosen by the Verkhovna Rada 
(parliament). This means that, despite his 
win, Mr Yanukovich can do little without a 
new parliamentary coalition. 

Creating one has proved harder than he 
expected, not least because of conflicting 
interests in his own Party of Regions. After 
a long and expensive campaign, his back- 
ers want to turn his victory into profit and 
are thus reluctant to share power. Ms Ty- 
moshenko is now calling on the Rada to 
hold a confidence vote in her government. 
Next week her nominal coalition could 
formally break up, but even that would not 


resolve Mr Yanukovich’s problem. 

Mr Yanukovich may muster sufficient 
votes to oust Ms Tymoshenko as prime 
minister. But to form a majority coalition 
he needs the support of Mr Yushchenko’s 
Our Ukraine block. Our Ukraine’s depu- 
ties have their own financial and political 
interests-and satisfying them does not 
come cheap. Ms Tymoshenko is also bid- 
ding to hang on to some of the party’s dep- 
uties. Despite Mr Yushchenko’s spectacu- 
lar defeat in the presidential election (he 
won just 5% of the vote in the first round), 
his party is now in a position to be king- 
maker. In the words of Yulia Mostovaya, 
editor of Zerkalo N edeli, a weekly, the los- 
ers are bargaining as if they were winners. 

Despite the cynicism of Ukrainian poli- 
tics, ideology plays a part in all this. Our 
Ukraine draws support exclusively from 
western Ukraine, the more nationalistic 
part. Its voters will see betrayal in any alli- 
ance with Mr Yanukovich, who made his 
first victory speech in Russian, who has 
suggested that the Russian Black Sea fleet 
may stay in Sebastopol after its lease runs 
out in 2017, and who has offered Gazprom 
the lure of a joint consortium to operate 
Ukraine’s gas pipelines. The blessing by Ki- 
rill may be the last straw. 

To make an alliance more palatable, Mr 
Yanukovich may have to accept a compro- 
mise prime minister. One choice is Arseniy 
Yatseniuk, a former central banker who 
has served as foreign minister and speaker 
of the Rada. Mr Yatseniuk, who himself 
tried for the presidency, has proved flexible 
in dealing with different political forces 
and yet is popular with Our Ukraine’s vot- 
ers. He is also said to be favoured by Rinat 
Akhmetov, Ukraine’s richest tycoon and 
Mr Yanukovich’s sponsor. 

Yet part of the new president’s entou- 
rage feels this would be too much of a con- 
cession to a losing party. Mr Yanukovich ►► 
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► would prefer to see an old comrade, Nikol- 
ai Azarov, as prime minister. Mr Azarov 
served as Mr Yanukovich’s deputy in 2006 
and is loyal to him rather than to Mr Akh- 
metov. He is seen by some as an ideal care- 
taker prime minister who could bring Uk- 
raine’s dire public finances into some sort 
of order, even if he may not turn out to be 
much of a reformer. 

If Mr Yanukovich fails to build a new 
coalition, he will have to call a new parlia- 
mentary election. This may be the best 
way to break the stalemate. It would cer- 
tainly be more democratic than gluing to- 
gether a coalition dependent only on par- 
ticipants’ vested interests. But it would be 


Germany's fractious government 

Westerwelle’s woes 


(( A BROAD, I’m a diplomat. At home, I 
still belong to the plain speakers’ 
club.” Thus Guido Westerwelle, respond- 
ing to the fuss over a column on welfare he 
wrote earlier this month in Die Welt. He is 
new to both diplomacy and government, 
having become foreign minister and vice- 
chancellor only four months ago. But he 
has been leader of the liberal Free Demo- 
cratic Party (fdp) for almost nine years. It 
was the voice of a liberal firebrand that 
came through in his screed against the “so- 
cialist traits” of Germany’s welfare debate. 

His outburst suggests that all is not well 
in the fdp’s coalition with the Christian 
Democratic Union (cdu), led by Chancel- 
lor Angela Merkel. In theory the two par- 
ties are natural partners. The conservative, 
largely middle-class cdu is especially 
strong in the Catholic south (its sister party 
in Bavaria is the Christian Social Union). 
The fdp’s free-market ideology attracts en- 
trepreneurs and professionals. Together 
they form the “bourgeois camp”. 

Yet the partnership has been rocky. Mr 
Westerwelle wants to shake things up by 
cutting taxes, reforming health care and 
letting nuclear power plants operate be- 
yond a 2021 deadline for closing them. Mrs 
Merkel prefers to calm things down. She 
made a small concession on tax cuts that 
most voters did not want, but has so far 
thwarted Mr Westerwelle’s other aims. 

The strife has dented the government’s 
popularity-especially the fdp’s. The 
party won a record 15% of the vote in Sep- 
tember’s election, but its support has since 
slumped. This is an ominous prelude to the 
government’s first big electoral test on May 
9th, when the cdu/fdp coalition in North 
Rhine-Westphalia, Germany’s most popu- 


risky for Mr Yanukovich. Given his narrow 
win in the presidential election, there is a 
chance that his party would lose more 
seats than it would gain in a parliamentary 
vote. Serhiy Tyhypko, who came third in 
the first round of the presidential election, 
taking votes from both front-runners, will 
form a faction and have demands of his 
own. Unlike Mr Yatseniuk, Mr Tyhypko is 
seen as a potential rival to Mr Yanukovich. 

The next few months may bring more 
clarity. But for the moment Ukraine’s poli- 
tics continues to be in chaos. And its politi- 
cians are too busy making deals to pay 
much attention to the country’s economic 
problems-or its national interests. ■ 


lous state, is up for re-election. Polls suggest 
the fdp will barely clear the 5% hurdle to 
get into the legislature. The state cdu has 
been hit by a party-financing scandal that 
forced its general secretary to resign. Even 
if the cdu wins, it may be forced into a co- 
alition with the Social Democrats (spd) or 
the Greens. In either case, Mrs Merkel’s 
cdu/fdp tandem would lose its majority 
in the Bundesrat, the upper house. 

Mr Westerwelle’s journalistic broad- 
side was an attempt to remind voters that 
the fdp stands for something: the need to 
reward work rather than state-supported 
idleness. “Everyone worries about the 
beneficiaries while the people who pay for 
it all are ignored,” he thundered. Mrs Mer- 


kel slapped him down like an ill-man- 
nered child. “That is certainly not the chan- 
cellor’s style,” said her spokeswoman. 

Yet colleagues who object to Mr Wester- 
welle’s tone find less to quarrel with on the 
substance. The argument follows a ruling 
of the constitutional court that the govern- 
ment’s method of determining the level of 
Hartz iv, or long-term unemployment 
benefit, is unconstitutional. This has re- 
vived a debate over whether welfare bene- 
ficiaries are victims of an unjust system or 
exploiters of state largesse. 

By international standards, benefits are 
not lavish for people living alone. But they 
are for families with children. Market 
wages are often lower than long-term un- 
employment benefits. Unsurprisingly, 
only 1.4m of the 4.9m beneficiaries consid- 
ered able to work do so. In his blunderbuss 
way, Mr Westerwelle has put his finger on 
a problem. It could be fixed by a statutory 
minimum wage (the left’s preference); by 
toughening the work requirement (as the 
right suggests); or by letting low-wage 
earners keep more benefits (which the gov- 
ernment may do). A more comprehensive 
day-care system would also help, since 
many beneficiaries are single mothers- 
but that would take time. 

Mr Westerwelle may have bucked up 
his party’s support among resentful tax- 
payers-the fdp is creeping back up in the 
polls. But his career has taken a knock. For- 
eign ministers are usually popular in Ger- 
many. Yet Mr Westerwelle ranks behind 
many cabinet colleagues, perhaps because 
he shows more passion for domestic poli- 
tics than diplomacy. Neither of his imme- 
diate predecessors led his party. Some in 
the fdp grumble that Mr Westerwelle is 
too combative to hold both jobs. If things 
go badly in North Rhine-Westphalia, they 
may tell him to focus on diplomacy and 
leave the plain speaking to others. ■ 



A plain speaker, not a diplomat 


BERLIN 

A liberal at odds with some of his coalition partners 
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Latvia and Greece 

Baltic thaw, 

Aegean freeze 

RIGA 

Latvia’s economic free fall has halted, 
and it may now do better than Greece 

D OOM-MONGERS are licking their 
wounds. For two years bankers have 
said that a Latvian devaluation was inev- 
itable. The struggle to save the lat’s peg to 
the euro was bound to end in tears. And a 
panic in Latvia could topple the wobbly 
economies of Estonia and Lithuania, 
which have similar exchange-rate regimes, 
with repercussions extending across east- 
ern Europe and to Scandinavian banks 
that lent recklessly in the Baltics. 

Yet despite a fall in gdp last year of 
17.5%, Latvia seems to have achieved some- 
thing many thought impossible: an inter- 
nal devaluation. This meant regaining 
competitiveness not by currency deprecia- 


tion but by deep cuts in wages and public 
spending. In a recent discussion of Greece, 
Jorg Asmussen, a German minister, 
praised Latvia for its self-discipline. 

Standard & Poor’s, a rating agency, has 
raised its outlook on Latvia’s debt from 
negative to stable (ie, it no longer expects 
further downgrades). The current account, 
in deficit to the tune of 27% of gdp in late 
2006, is in surplus. Exports are recovering. 
Interest rates have plunged and debt 
spreads over German bonds have nar- 
rowed (see chart). Fraught negotiations 
with the imf and the European Union 
have kept a €7.5 billion ($10 billion) bail- 
out on track, in return for spending cuts 
and tax rises worth a tenth of gdp. 

At the centre of Latvia’s crisis was its 
biggest locally owned bank, Parex. Until it 
went bust, Parex was a byword for high liv- 
ing and murky dealings. Its new Ameri- 
can-born boss, Nils Melngailis, has refi- 
nanced its debts, divided its assets into 
good and bad, and aims soon to unfreeze 
depositors’ cash. He found plenty of sav- 
ings. Selling a fleet of sports cars and end- 


I Spread betting 

Spreads over five-year German bunds, basis points 
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ing the use of private jets cut travel costs by 
90%. Overall, he cut the bank’s costs by 
40% in 2009, with 30% more to come. 

Even if a catastrophe has been averted 
for the moment, Latvia’s economy re- 
mains troubled. Unemployment, at 22.8%, 
is the highest in the eu. Growth is unlikely 
to resume until late 2011. After a decade of 
prosperity based on a construction boom, 
cheap manufacturing and transit from Rus- 
sia, Latvia needs new sources of income. 
The biggest task is to harness local brain- 
power. Emigration has been a safety valve 
for jobless Latvians, but the country loses 
if fraying public services, high taxes and 
low pay drive its more productive workers 
abroad. And nobody seems to be trying to 
stop them. Even his fans would hesitate to 
call the prime minister, Valdis Dombrov- 
skis, charismatic or visionary. 

Confidence in institutions is feeble- 
support for the eu is lower than in any oth- 
er member state. Politicians are uninspir- 
ing, with most parties run by tycoons who 
escaped blame for economic mismanage- 
ment. A sense that the rich and powerful 
evade justice is pervasive. At Vincents, a 
Riga restaurant where dinner for two can 
cost $400, the owner, Martins Ritins, says 
business is booming. On Valentine’s Day 
he opened on a Sunday for the first time in 
years and almost every table was taken. 

As politicians’ credibility dwindles, 
Russian influence grows. A pro-Russian 
party won control of Riga last year. Latvia’s 
president, Valdis Zatlers, will go to the So- 
viet-tinged celebrations in Moscow on 
May 9th to mark the 65th anniversary of 
Victory Day. Hawks see this as a sell-out. A 
visit to Riga by Russia’s foreign minister, 
Sergei Lavrov, in April may be a step to- 
wards normal relations-or a sign that Rus- 
sia sees Latvia as a swing state in the Baltic. 

Even so, Latvia looks good when com- 
pared with Greece. It did not lie about its 
public finances or use accounting tricks. 
Strikes have been scanty. Protests are 
fought in the courts, not the streets. Both 
Greece and Latvia have had hard knocks, 
but Greeks became used to a good life that 
they are loth to give up. Latvians remain 
glad just to be on the map. ■ 


Turkey's coup plotters 

Lies and whispers 

ISTANBUL 

More arrests stoke the battle between the army and the government 


F OR decades Hirkey’s meddlesome 
generals inspired fear and respect. 
These days they rouse pity and even 
scorn, as scores of retired and serving 
officers are arrested and jailed for alleged 
plots to overthrow the Justice and Devel- 
opment (ak) party, which has ruled the 
country since 2002. 

Nearly 50 officers were rounded up 
this week. Twenty, including several 
admirals, were charged with drawing up 
plans for a military coup. Other big 
cheeses, including former chiefs of the 
navy, air force and special forces, remain 
in detention over an operation called 
“Sledgehammer” that was exposed in 
embarrassing detail a month ago. The 
plan called for bombing mosques, down- 
ing Greek fighter planes and herding 
thousands into a stadium should they 
resist the army’s moves. Cetin Dogan, a 
retired general said to have mastermind- 
ed Sledgehammer, insists to prosecutors 
that it was no more than a “simulation 
exercise”-even though it foresaw the 
creation of a “caretaker” government 
with the names of real people. 

Uker Basbug, the chief of general staff, 
had been leaning towards compromise 
with the prime minister, Recep Tayyip 
Erdogan. But the scale of the latest arrests 
may wreck any such hopes. Along with 
the president, Abdullah Gul, the pair held 
emergency talks after the arrests. 


For his part, Mr Erdogan is unlikely to 
be pleased with the latest developments. 
Indeed, some are talking of overzealous 
prosecutors and security officials with 
ties to powerful Islamic fraternities that 
are frustrated by Mr Erdogan’s willing- 
ness to compromise. 

Yet the chances of another coup are 
close to zero. Turkey is a more complex 
place than it was when the generals 
seized power in 1980. Cooler heads, 
General Basbug among them, know that 
overturning a popular government could 
destroy the army’s popular standing. 

This may explain why the battle 
between ak and the secular elite is shift- 
ing to the courts. The latest example is the 
arrest of Ilhan Cihaner, a public prosecu- 
tor in the province of Erzincan, for al- 
leged links to an illegal ultra-nationalist 
gang. The pro-secular opposition claims 
that he was picked up because he was 
investigating Islamic fraternities. The 
country’s supreme board of judges ap- 
peared to share this view when it 
stripped the prosecutor behind Mr Ci- 
haner’s arrest of his duties. This has 
provoked ak cries of “a judicial coup”. 

Mr Erdogan is talking of judicial re- 
forms to blunt the board’s powers. But 
the constitutional court is ready to strike 
these down. The case for a new constitu- 
tion, to replace the version imposed after 
the 1980 coup, grows ever stronger. 
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The Dutch government falls 

Wild things 


THE HAGUE 

The far right promises to do 
disturbingly well on June 9th 

G OVERNMENT crises in the Nether- 
lands tend to be played out with little 
international publicity. But when the 
Dutch coalition cabinet fell on February 
20th it was done messily and in public- 
and the ripples were felt as far away as Af- 
ghanistan, drawing the world’s attention. 

The Labour Party quit the government 
because it could not agree with the Chris- 
tian Democrats to extend the service of 
2,000 Dutch troops in Afghanistan’s Uruz- 
gan province (see page 48). In its early days 
in 2007 the cabinet agreed to a withdrawal 
in 2010. Labour insisted on sticking to this 
despite a written request from nato for 
an extension under a changed mandate. 
Parliamentary debate turned rancorous, 
with accusations of bad faith hurled 
around on live television. There was more 
than a hint of personal irritation between 
Wouter Bos, the Labour leader, and Jan Pe- 
ter Balkenende, the Christian Democratic 
prime minister. 

Labour’s decision was guided in part by 
political calculations. With its popularity 
plummeting, the party may have hoped 
that blowing up a government over the un- 
popular Afghan commitment would play 
well with voters. Its ratings duly rose this 
week. But polls suggest that, after a new 
election on June 9th, Labour may be only 
the fifth-biggest party in a parliament 
dominated by the right and the liberals. 

In truth, the established parties have 
been struggling ever since the late Pirn For- 
tuyn exploded on to the scene in 2002. 
Support for the biggest far-right party to- 
day, Geert Wilders’s Freedom Party, has 
shot up in recent months. According to 
polls, if the election were held now, it 
would be the second-largest party, just two 
seats short of the Christian Democrats. 

Mr Wilders is best known for his viru- 
lent anti-Islamic rhetoric. But his party has 
been broadening its policies. Mr Wilders 
not only champions limits on immigra- 
tion, especially from Muslim countries, but 
also promises to cut red tape for small busi- 
nesses, reduce taxes and improve care for 
the elderly. He wants a halt to European 
Union enlargement, including a flat no to 
Turkish entry. He is also opposed to the 
Dutch deployment in Uruzgan. 

Mr Wilders casts a long shadow over 
Dutch politics. The other parties detest 
him personally, but have been courting his 
voters. Several prominent Labour politi- 
cians have issued a call to all parties not to 
allow Mr Wilders to influence the next 
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France's Socialist Party 

Fresh troubles 


PARIS 

A scandal in the south-west shows up the metropolitan party’s weaknesses 


H IS detractors call him an incorrigible 
racist with a “dictator-like perso- 
nality”. One likens him to Mussolini. His 
supporters insist he is brave, authentic 
and in tune with plain-talking local 
attitudes. Georges Freche, president of 
Languedoc-Roussillon, is an old-style 
Socialist baron. But his uncanny ability to 
offend everybody, from black footballers 
to Jews, has pitched him into battle 
against his party bosses-and reawak- 
ened anti-Parisianism on the left. 

Mr Freche has a record of gaffes. Three 
years ago, he was expelled by the party 
for complaining of too many black play- 
ers in France’s football team. “There are 
nine blacks out of n,” he said. “Ordina- 
rily, there should be three or four.” He 
called harkis, Algerians who fought for 
France in the war of independence, 
“subhuman”. Now he has said Laurent 
Fabius, a Socialist ex-prime minister of 
Jewish origin, has “not a Catholic face”. 

Indignation among Socialist bigwigs 
in Paris was instant. The party had decid- 
ed not to challenge Mr Freche’s re-elec- 
tion bid next month. But Martine Aubry, 
the Socialist leader, has now declared 
that she will field an alternative candi- 
date, Helene Mandroux, mayor of Mont- 
pellier. This week she suspended 59 
Socialist candidates who insist on re- 
maining on Mr Freche’s electoral list. 

Mr Freche has mounted a creative 
defence. His comments about Mr Fabius, 
he insisted, “had no religious connota- 
tion”; the phrase was common in French. 
He said he was a supporter of Israel. The 
Socialist leadership was out to get him, 
he said, inspired by parisianisme and 
scorn for his southern accent. It had 
become a party of politically correct 
moralists, he declared, describing it as 
“anti-alcohol, anti-smoking, anti-racist, 
homosexual, black, white, yellow, red, 
Jewish, Muslim, Orthodox, Japanese, 
garden gnomes, pit bull, anti-harmful 
sentiment, anti-anger, anti-vulgarity, 
anti-everything that is not acceptable.” 

All this might have spelt political 


trouble for Mr Freche. Yet far from re- 
specting the party’s bid for the moral 
high ground, locals have swung behind 
him. The man who spent 27 years as 
mayor of Montpellier tops the polls, with 
31%, according to Opinion Way. Ms Man- 
droux comes sixth, with just 6%. In a 
run-off vote, Mr Freche should triumph. 

All this confirms that Socialists strug- 
gle to combine regional power with 
national credibility. Local distrust of 
national leaders runs deep. The Freche 
affair may boost Ms Aubry’s standing in 
Paris, but not in the provinces, where 
local barons guide members’ votes for 
the party’s presidential nominee. This 
disconnect is problematic. The party is 
likely to sweep the regional elections 
next month. But it has not won a presi- 
dential contest since 1988, nor elected a 
national government since 1997. 

The Freche fuss also shows the poten- 
cy of anti-Parisianism. Local voters may 
or may not take offence at Mr Freche’s 
remarks. But nothing infuriates them 
more than being told what to think by 
bien-pensant grandees in the capital. 



Freche preparing another gaffe 


government. But this could backfire. La- 
bour’s own immigration policy is moving 
towards that of Mr Wilders. Calls for a cor- 
don sanitaire may not go down well with 
the 10% of voters who are foreign-born. 

The polls suggest that post-election co- 
alition-building will be tricky. At present 
they indicate that no three parties will be 
able to command a majority. This points ei- 
ther to a large, fractious coalition or to a mi- 


nority government. Neither promises sta- 
bility. Many believe that Mr Wilders will 
call the shots even if his party is excluded 
from the cabinet. 

The local elections on March 3rd will 
give a first hint of the parties’ strengths. Mr 
Wilders’s party is running only in two mu- 
nicipalities, partly because of a lack of ex- 
perienced candidates. But that may not 
stop it doing well in June. ■ 
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Charlemagne | Europe’s bear problem 


The trouble with the European Union’s attempts to woo Russia 



A SK some west Europeans why they disliked George Bush’s 
LAmerica, and you will receive complaints about values and 
talk of American militarism and nationalism. You may hear Mr 
Bush accused of calling the European Union an ally but working 
to divide the block into friends and foes. Or you may get grum- 
bles about anti-terrorist work undermining the rule of law. Foot- 
dragging on climate change might come up, or the power of Big 
Oil. So might social values: the religiosity of the Bushies, even 
their hostility to gay rights or their macho love of hunting. 

Yet here is an odd thing. Those same “un-European” values 
can be observed in Vladimir Putin’s Russia, but do not cause simi- 
lar offence, at least in the chancelleries of western Europe. The eu 
leaders who clashed most with Mr Bush swooned over Mr Putin. 
Germany’s Gerhard Schroder described the Russian as a “flaw- 
less democrat”. France’s Jacques Chirac called Mr Putin a perso- 
nal friend. (To be fair, Mr Bush himself started it all when he fam- 
ously looked into Mr Putin’s eyes in Ljubljana in 2001.) 

Mr Bush is long gone. Mr Putin is Russia’s prime minister 
alongside President Dmitry Medvedev. But the eu still hopes that 
Russia is ready for “partnership”. Charlemagne has just spent 
time in Moscow talking to political and business bigwigs. At such 
gatherings, topical pieties are observed. The fashion now is to fret 
about “global” governance, covering everything from protection- 
ism to migration to climate change. In Russia the talk was of Rus- 
sia: how it can get richer, how it can keep pumping oil and gas, 
how it can modernise its economy. A timid question about cli- 
mate change prompted derision and talk of sub-zero tempera- 
tures outside. Emerging into the chilly streets, Charlemagne was 
hooted by hulking four-wheel drives. It felt like Texas, with snow. 

What explains Europe’s double standards over America and 
Russia? Partly, it is hypocrisy. The eu is Russia’s biggest trade 
partner; in 2008, Russia was the eu’s second market for exports. 
Partly, it is Russia’s skill at playing on divisions within the block. 
But some of Europe’s tolerance of Russia goes beyond this. De- 
spite many disappointments and shocks, such as the 2008 war 
with Georgia, plenty of eu types still dream of transforming Rus- 
sia. They once talked of Russia as a “strategic partner”. The new 
buzz phrase is a “modernisation partnership”. This vague idea is 
the eu’s response to encouraging noises from Mr Medvedev 


about his country’s need for modernisation, including greater re- 
spect for the rule of law. The “underlying assumption”, writes Ka- 
tinka Barysch in a new paper for the Centre for European Reform, 
a London-based think-tank, is that eu capital, technology and 
training might make Russia “more Western-oriented, open and 
easier to deal with.” 

Alas, everyone is talking at cross purposes. The eu hopes that 
modernisation means aligning Russia with the union’s values 
and norms. For Russian officials, says Dmitri Trenin of the Carne- 
gie Moscow Centre, modernisation means “Russia using its re- 
sources to buy assets in Europe, and Europe supplying Russia 
with technology.” In eu circles, there is much cheery talk of soft 
power and “people to people contacts”, including Russian bil- 
lionaires heading to western Europe to buy homes, educate chil- 
dren, consult doctors or hide their loot. This may be wishful 
thinking. Enjoying a place’s pleasures is not the same as embrac- 
ing its values. Rich men rarely seek lessons in ethics from their 
butlers or their bankers. 

Vladimir Chizhov, Russia’s clever and acerbic ambassador to 
the eu, wonders what European values really are. He offers an 
answer: respect for human dignity in a multi-confessional, multi- 
cultural society. Russia has operated such a society “for 1,000 
years”, he asserts. It may have things to learn from the eu, he says, 
but he rejects any idea that “the European Union equals Europe”. 

Where does the eu have leverage? Funnily enough, the an- 
swer lies in those same pesky values. Start with intra-EU solidar- 
ity. Poland and Russia get on better now than for a long time, with 
Russia dropping a ban on Polish meat imports and Poland un- 
blocking EU-Russia talks on co-operation. Mr Putin has invited 
his Polish counterpart, Donald Tusk, to ceremonies to mark the 
70th anniversary of the Katyn massacre, when the Soviets mur- 
dered over 20,000 Polish officers. Relations changed at an eu- 
Russia summit in May 2007, says a senior European politician. 
Russia was surprised when the eu, led by Germany’s Angela 
Merkel, stood by Poland over the meat ban. “Russia realised it had 
to deal with Poland and repair relations,” he says. 

There goes the neighbourhood 

Then there is the area where the eu really does enjoy soft power, 
its neighbourhood. A decade ago, Russia took a relaxed view of 
eu enlargement, even to former Warsaw Pact countries, says Mr 
Trenin. The mantra was “anything but nato”; and hostility to 
nato was about America, not about Europe. 

Nowadays, diplomats detect a chill in Russian attitudes to eu 
projects in its backyard, especially the “eastern partnership” with 
Armenia, Azerbaijan, Belarus, Georgia, Moldova and Ukraine. 
This impression is bolstered by Alexander Grushko, a deputy for- 
eign minister. Russia wants a say before any “rapprochement” 
between the eu and countries like Ukraine, he says. Projects such 
as visa liberalisation or energy links must not make former Sovi- 
et republics “choose” between the eu and Russia. “The eu should 
not move ahead with projects in the eastern partnership that are 
not also the fruit of Russia-EU dialogue.” 

Europe should take such hostility as a compliment. Bringing 
ex-Soviet republics into a rules-based system would challenge 
the bleakness of Putinism. It will be hard. But Europe’s values are 
a source of its strengths. To play to them, Europe must be clearer- 
eyed about who shares its values-and who does not. ■ 
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Britain's prime minister 

Hero, villain or victim of the 
global age? 


Gordon Brown’s pitch for a fourth Labour term-and his critique of the Tories 


I T HAS been a topsy-turvy few weeks for 
Gordon Brown. He gave what for him 
was an unprecedentedly personal televi- 
sion interview, in which he discussed his 
upbringing, his love life and the death of 
his baby daughter, the appearance was 
“very difficult”, the prime minister told 
The Economist this week (though presum- 
ably it was also his choice). More people 
seem to have found the intimate details en- 
dearing than excruciating, because La- 
bour’s poll rating has risen, shrinking the 
lead enjoyed by the Conservatives to six or 
seven points (see next story); a hung parlia- 
ment has begun to seem a likely outcome 
of the general election that is due by June 
3rd. But the fightback was threatened by re- 
newed allegations in the Observer news- 
paper about Mr Brown’s grumps and 
rages— a reprise of the insinuations about 
his temperament that have been made 
periodically for over a decade. 

The sorts of things that the Observer 
purported to chronicle-berating aides, 
punching car headrests and grabbing la- 
pels— were scarcely revelations. Neverthe- 
less, the controversial intervention of the 
head of an anti-bullying charity (who 
claimed that several staff in the prime min- 


ister’s office had called its helpline), ham- 
fisted attempts by Labour heavies to stifle 
the story and opposition leaders’ opportu- 
nistic calls for an inquiry kept the accusa- 
tions in the headlines. A remark by Alistair 
Darling, the chancellor of the exchequer, 
about “the forces of hell” unleashed by 
Number 10’s spin machine (and others), 
after some too-frank comments he made 
about the state of the economy in 2008, re- 
inforced the unpleasant impression. 

Mr Brown flatly denies the Observer’s 
main allegation, which is that Sir Gus 
O’Donnell, the cabinet secretary, warned 
him about his treatment of Number 10 
staff. This, Mr Brown says, is “completely 
wrong”: “there’s been no reprimand, 
there’s been no private message to me 
[from Sir Gus]”. He subsequently also de- 
nied any role in smearing Mr Darling. 

The farrago overshadowed Mr Brown’s 
bid to reposition himself and his party in 
the run-up to the election. In effect launch- 
ing the Labour Party’s campaign on Febru- 
ary 20th with the slogan “A future fair for 
all”, Mr Brown exhorted voters to “take a 
second look” at Labour and “a long, hard 
look” at the Tories. In his interview with 
The Economist he sought to explain Brit- 
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ain’s recent economic travails, and to pitch 
for another term in office, by referring to a 
characteristic theme: the challenges and 
opportunities of globalisation. 

He describes the financial crunch of 
2008-09 as the “first crisis of globalisa- 
tion”. The recession, and concomitant de- 
terioration of the public finances, Mr 
Brown says, were a “one-off hit” felt by 
most other big rich countries too. Despite 
the depth and severity of Britain’s down- 
turn-it was the last of the big economies to 
emerge from recession, and that only fee- 
bly-he maintains that Britain remains a 
world leader: the government’s deficit-re- 
duction plan, he claims, is “the most ambi- 
tious of any of the G7 countries”. He bri- 
dles at the notion that there have been any 
contradictions in his own pronounce- 
ments, or those of his cabinet colleagues, 
about the urgency or scale of future spend- 
ing cuts; on the contrary, his remarks have 
demonstrated “absolute consistency”. 

Labour has been in power for 13 years. 
There are other reasons, besides the deficit 
and the recession, to doubt whether its re- ►► 


For a transcript of the interview, see 
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► cord in office has been sufficiently stellar to 
warrant a fourth term. To rebut the idea 
that his government is superannuated, Mr 
Brown again invokes his globalisation mo- 
tif. The coming contest at the polls, he says, 
will be “the first election of the global 
age”-the implication being that Britain’s 
circumstances have changed so dramati- 
cally that the political clock has been reset. 

That sounds like a stretch. But the case 
he offers against David Cameron’s Tories is 
both more cogent and ferocious. 

Some of my best friends aren’t Tories 

The choice the electorate faces has recently 
seemed less stark than it once appeared. 
The Tories have made it clear that the 
spending cuts they would implement in 
2010-11, should they win, will be modest 
rather than “swingeing”; Labour, for its 
part, has been talking tougher, if still 
vaguely, about the cuts it would imple- 
ment thereafter. Combine that seeming 
convergence in fiscal intent with existing 
similarities elsewhere-in health and wel- 
fare policy, for example-and the overlap 
between the parties begins to look greater 
than the difference. 

The prime minister is having none of it: 
“I think it’s a big choice for 2010 and a big 
choice for the future.” He reels off a litany 
of big judgments that he thinks the Tories 
have got wrong (such as opposing the na- 
tionalisation of Northern Rock in 2008 
and opposing the government’s fiscal stim- 
ulus). He points to the seeming incoher- 
ence of their approach to the public fi- 
nances, in which promises of a tax break 
for marriage and a higher threshold for in- 
heritance tax jostle with a putatively se- 
vere fiscal squeeze. “None of it adds up,” 
he says. As for any broader similarities be- 
tween Labour’s platform and that of the 
Tories, “If there was any content to [theirs], 
it would be interesting.” Though the enmi- 
ty between Mr Brown and Mr Cameron of- 
ten appears intense, the prime minister de- 
nies feeling any particular hostility: he has 
“no personal animosity towards anyone in 
politics.” But his attack on the “reckless- 
ness” of Conservative economic policy is 
vitriolic. “What is their economic policy? 
Nobody actually knows.” 

Mr Brown vigorously rejects one criti- 
cism that, these days, is sometimes aimed 
at New Labour, the pro-market social- 
democratic force of which, along with 
Tony Blair, his predecessor as prime minis- 
ter, and Lord Mandelson, now the business 
secretary, he was a progenitor: that it was a 
fair-weather creed. The Labour govern- 
ment, some say, was able to keep direct tax- 
es relatively low while redistributing 
wealth and spending lavishly on public 
services (what Mr Brown calls “catch-up 
investment”) only because the economic 
circumstances were unusually benign. Mr 
Brown argues that the causality worked 
the other way round: that New Labour 


created the benign circumstances which 
made the public expenditure possible. He 
contrasts the intellectual depth of the New 
Labour project with the vacuity of Mr 
Cameron’s decontaminated Conserva- 
tism. New Labour was created “from first 
principles”, he says, whereas “there is no 
evidence of this ‘reconstructed’ [Tory] 
party other than in posters, slogans and 
public relations.” 

Some of these claims resonate, as the 
narrowing opinion polls may reflect. Yet 
there is an unresolved tension in Labour’s 
criticism of the Tories which the prime 
minister’s remarks exemplify. Mr Cameron 
is said to be a flighty, unprincipled flibber- 
tigibbet; yet he is also supposed to be the 
unreconstructed right-wing leader of a 
party that has long favoured the privi- 
leged. Only one (at most) of these descrip- 
tions can be valid. 

The prime minister is often accused of 
being an uninspiring speaker. Give him an 
inch, and he will indeed take an hour to 
discuss the crucial but unglamorous re- 


The Conservatives' mini-malaise 

Tory blues 


D AVID CAMERON is fearsome as an 
underdog. In 2007 he staved off a snap 
general election he was likely to lose with 
an impressive speech and a popular 
pledge to exempt all but the richest house- 
holds from inheritance tax. His leadership 
of the Conservative Party owes much to 
his resilience in the summer of 2005, when 
his candidacy for the job seemed pre- 
sumptuous and doomed to fail. 

He is nothing like as unfancied for the 
coming general election, which is due by 
June 3rd. But his party’s poll lead over La- 
bour has fallen from comfortable double 
digits last year to as little as six percentage 
points now. Thanks to the vagaries of the 
electoral system, that kind of margin may 
not be enough to secure an overall major- 
ity in Parliament. 

Unforced errors have played a part. The 
Conservatives recently misused statistics 
on crime and teenage pregnancy, and Mr 
Cameron sounded confused in an inter- 
view last month about his policy on the 
status of marriage in the tax system. A 
poster campaign launched in January 
flopped when it was suggested that Mr 
Cameron’s image had been airbrushed. 

But the Tory malaise, agree those at the 
very top of the party, is the product of stra- 
tegic confusion as well as tactical mis- 
steps. At a time when neither economists 
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structuring of global financial institutions 
and liquidity ratios, or so it can seem. But, 
with his ally Lord Mandelson— functioning 
these days as a sort of Lord Protector-Mr 
Brown has plainly thought hard about fu- 
ture sources of growth for the British econ- 
omy. He talks enthusiastically about the 
skills and digitisation, the modern indus- 
trial policy, needed to “equip Britain for the 
global age”. (The Tories, he laments, have 
no “policy coherence or even philosophi- 
cal explanation”.) The question is whether 
many people in Britain are listening: even 
before the bullying furore, Mr Brown’s per- 
sonal ratings were lower than his party’s, 
and, in electoral terms, he remains more a 
liability than an asset. 

Nobody, of course, can know the out- 
come of the election. But despite Labour’s 
miniature rally, it remains highly unlikely 
that Mr Brown will hang on in Downing 
Street. As an historian, how does he think 
those of the future will regard his time in 
office thus far? As “the first period of a gen- 
uinely global age”. ■ 



What's it all about, Dave? 


nor voters agree whether the fiscal crisis 
should be tackled with quick public- 
spending cuts or continued largesse to bol- 
ster growth, the best option for a political 
party may be to choose one view and stick 
to it. The Tories conveyed such certainty at 
their party conference last autumn, when 
George Osborne, the shadow chancellor, ►► 


The opposition is failing to capitalise on the government’s troubles 
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►backed the first approach. A slight fall in 
the polls subsequently moved them to 
send mixed signals. This was counter-pro- 
ductive; clarity was replaced by ambiguity, 
a minor poll dip by something more seri- 
ous. In the annual Mais lecture on Febru- 
ary 24th Mr Osborne seemed to reiterate 
his original hard-headedly austere view. 

That the Tories have four rather differ- 
ent strategic voices has, until now, given it 
an edge over Labour’s reliance on Mr 
Brown (and, though his influence waxes 
and wanes, Lord Mandelson, the business 
secretary). Mr Cameron enables the party 
to take conservative positions on social 
and cultural issues without sounding cen- 
sorious. Mr Osborne keeps colleagues fo- 
cused on the fiscal deficit. Steve Hilton (the 
party’s strategist) is an evangelist for big 
ideas, while Andy Coulson (the director of 
communications) makes the case for a 
punchy, “pub-ready” approach. But this 
diversity of styles may now be muddying 
the Tory message. 

At least political strategy is something 
the Conservatives can work on; a two- 
hour meeting of the shadow cabinet on 
February 23rd was not the only summit of 
senior Tories in recent days. Another prob- 
able cause of the narrowing polls is the re- 
covering economy, which is beyond Mr 
Cameron’s control. Many assumed that 
the oj% gdp growth figures for the last 
quarter of 2009, announced in January, 
would disappoint voters. But most folk are 
barely aware of such statistics, and eco- 
nomic optimism has gone up recently, ac- 
cording to a poll by Ipsos mori. 

Another poll, by icm, shows that La- 
bour is as trusted as the Tories these days 
on managing the economic crisis; they 
trailed by nine points last summer. Mr 
Brown has long believed that only when 
the Westminster-watching elites are sick of 
hearing a sound bite is it beginning to get 
through to ordinary voters. His favourite 
trope of recent years-that he helped to 
mitigate a recession that would have over- 
whelmed others-certainly seems to be 
falling on receptive ears. 

Still, there are reasons for the Tories to 
remain confident. For one, predictions of a 
hung parliament assume an identical elec- 
toral swing towards the Conservatives 
across all constituencies. But the party is 
targeting floating voters in marginal con- 
stituencies, and thinks it will do especially 
well in them. Moreover, the campaign will 
probably remind voters that their choice is 
ultimately between Mr Cameron and Mr 
Brown. Even with the narrowing of the 
gap in their poll ratings in recent months, 
the public much prefers the Tory leader. ■ 


Internship: The Britain section will soon be choosing an 
intern to work for several months this summer. 
Applicants should send a letter and an article of about 
600 words that they think would be suitable for 
publication. A small stipend will be paid. Applications 
must reach patsydryden@economist.com by March 19th. 



Bad news for dodgy journalism— and 
for libel tourists 


1 IBEL law in England is too expensive and 
j restricts free speech. But journalistic 
dirty tricks are a disgrace and self -regula- 
tion of the media isn’t working properly. So 
the rules need lots of tweaks and a couple 
of big changes. Those are the conclusions 
of a much-awaited parliamentary commit- 
tee report on the British press. 

It makes uncomfortable reading for 
many. But the sharpest criticism was re- 
served for the News of the World, a tabloid 
that is Britain’s best-selling Sunday news- 
paper; its owner, Rupert Murdoch’s News 
International; and its practice of steal- 
ing messages from the voice mail- 
boxes of prominent people, includ- 
ing members of the royal family. A 
reporter, Clive Goodman, was jailed for 
four months for the offence, later receiving 
a generous pay-off from his erstwhile em- 
ployer for “unfair dismissal”. 

The report says the number of phones 
hacked must have been far bigger than the 
handful admitted by the company, and 
calls it “inconceivable” that nobody else 
knew what was going on. It criticises the 
“collective amnesia” of the company’s 
witnesses and their “deliberate obfusca- 
tion” (some refused to give evidence; oth- 
ers said things that the mps implied were 
untrue). But the report makes only indirect 
criticism of Andy Coulson, then the pa- 
per’s editor and now a close adviser to the 
Conservative leader, David Cameron. In 
response, News International rejected the 
allegations, accused the mps of bias and 
said they had produced nothing new. Calls 
for a further inquiry are growing. 

The report gives other journalistic mis- 
conduct a savaging too, especially the 
“abysmal” standards of reporting in the 
frenzy surrounding Kate and Gerry 
McCann, the parents of a British child who 
went missing in Portugal in 2007. (The 
McCanns later won hefty libel damages 
from newspapers that wrongly blamed 
them for abducting their own daughter.) 
The mps also note that the McCanns were 
failed by the Press Complaints Commis- 
sion, a self-regulatory body which is 
meant to deal with such conduct. 

The committee’s original aim was to fo- 
cus on media misbehaviour. But its investi- 
gation has ranged more widely. The report 
has plenty of comfort for more serious- 
minded journalists, as well as for the cam- 
paigning groups, scientists and others who 
worry about the chilling effect of libel law 
on press freedom. In English libel law 


(Scotland’s is different), the fact that the 
public has an interest in knowing about 
something offers only a limited defence 
against a charge of libel. (This is not unlike 
the rest of Europe, but it is shockingly dif- 
ferent for Americans used to the First 
Amendment’s protection of free speech.) 
When sued, journalists usually have to 
prove that what they wrote was right, fair 
or at least conscientiously reported. That 
can be costly (even a preliminary defence 
can easily exceed Goo, 000). Foreigners 
may sue other foreigners, as long as they 
can show that their reputation was dam- 
aged in England. 

Many lawyers and judges have dis- 
missed media campaigns for changes in 
the law as self-interested. The committee 
rejects sweeping proposals for reform, 
such as statutory caps on the size of libel 
damages. But it does suggest that the Min- 
istry of Justice, which is examining the li- 
bel law, make some important changes. 

One is reversing the burden of proof for 
corporate claimants: if they want to sue for 
libel, they would have to show that the 
published material actually damaged their 
business. That could help people such as 
Simon Singh, a science writer facing a law- 
suit from the chiropractors’ trade body for 
calling their treatments “bogus”. The mps 
also want to discourage “libel tourism” by 
requiring a claimant who is not based in 
Britain to produce a very solid argument as 
to why the case needs to be brought there. 

As for the cost of libel actions, which 
can be ruinous to all but the biggest defen- 
dants, the mps have few specific ideas, 
though they appeal to lawyers’ sense of re- 
sponsibility. That is about as realistic as 
urging tabloid journalists to act ethically. ■ 


Media and the law 

Publish, perish, 
protest 
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Bagehot | All too human 


How much does a prime minister’s character matter? 



AN INTERESTING little volume of essays by Clement Attlee, La- 
/“Vbour’s sainted post-war prime minister, was published last 
year. The book is called “Attlee’s Great Contemporaries”, with 
the subtitle “The Politics of Character”. “If [a politician] doesn’t 
display courage,” Attlee argues, “the chances are that he will nev- 
er become the leader, or that if he does, he won’t last very long.” 
Neither will he endure “if he cannot trust”. No one can lead who 
“is afraid of losing his job”. The collection is edited by Frank Field, 
a saintly Labour mp. In his introduction, Mr Field writes that, for 
Attlee, personal behaviour was an outward sign of the kind of 
society he wanted to create. It is perhaps not a coincidence that 
Mr Field is also a fierce critic of Gordon Brown. 

The book, and the Aristotelian view of leadership it ad- 
vances-that a leader is the sum of everything he does-came to 
mind when the latest allegations about Mr Brown’s behaviour 
were aired in the Observer. He stands accused (again) of insulting 
and even manhandling staff, and of abusing assorted inanimate 
objects. A remark from Alistair Darling, the chancellor of the ex- 
chequer, about the “forces of hell” unleashed against him by Mr 
Brown’s spin machine in 2008, reinforced the impression of 
darkness and dysfunction in Number 10. (“The intriguers”, Attlee 
wrote perceptively, “are usually the victims of intrigue.”) 

Does all this add up to proof, as some commentators main- 
tain, that Mr Brown has a suspect character, or at least the wrong 
sort for a prime minister? Mr Brown himself seems to subscribe 
to the Attlee/Field view of leadership, incessantly advertising the 
morality imbued by his upbringing, and recently declaring that 
his life was an “open book”. But must character traits and defects 
really define-or disable-a prime minister? 

Mr Brown does seem to be one of those people who avow 
love for humanity in general, but can seem less enamoured of in- 
dividual human beings. He does indeed have a bad temper and 
tantrums; no one close to him seriously pretends otherwise (even 
if some also say he and Downing Street are happier now than for 
much of his ill-starred premiership). “Awkward”, “volatile” and 
“irruptive” are among the adjectives applied to him-by his allies. 

But pondering his office, and its previous incumbents, it is 
plain that some characteristics that might be off-putting in a 
friend can prove necessary or even virtuous in Downing Street. 


Tony Blair, for instance, was impressively self-controlled: in a tell- 
ing passage in the book by Jonathan Powell about the Northern 
Ireland peace process, Mr Blair reprimands his aide for losing his 
rag in a meeting, explaining that he himself only does so for cal- 
culated reasons. But Mr Blair also exhibited qualities— the ruth- 
lessness to sack his friends (sometimes twice); the coldness to 
make life and (frequently) death decisions and evince no doubt- 
that in other contexts might be unappealing. 

Other prominent examples confirm that the character of poli- 
ticians cannot always be appraised using everyday criteria; and 
that niceness and moral rectitude are not, in fact, make-or-break 
qualifications for prime ministers. There have been other irasci- 
ble ones, boozers (Churchill was both), womanisers (Lloyd 
George) and tyrants (even if Margaret Thatcher was kind to secre- 
taries and drivers). There is a view among some psychologists 
that aspiring to lead is itself a sort of personality disorder; it is not 
surprising that those afflicted by it display other symptoms too. 

In Mr Brown’s case, it isn’t only his temper. He is dangerously 
workaholic, sometimes indecisive, and he struggles to delegate. 
A lifetime in politics has enthralled him to its machinations and 
short-termism-though he also possesses an almost superhu- 
man resilience, which has helped him to withstand the serial 
meltdowns and coups of the past few years. These traits may in- 
deed help to explain some of his government’s failings, if they 
mean he intimidates his staff and wastes his own energy. Perhaps 
his alleged propensity to throw mobile phones and punch car 
seats is somehow connected to Britain’s gargantuan deficit and 
the severe recession he has presided over. 

Or perhaps it isn’t. History suggests that sometimes bad man- 
ners and habits are destructive; sometimes they are not. And ulti- 
mately it is the facts of the deficit and recession that matter, not 
rumours of hurled phones and stapled hands, etc; it is the record, 
not the irruptions. If Mr Brown’s record were better, people 
would probably be less interested in his mood swings. 

God save the prime minister 

Oddly, this brouhaha could redound to Mr Brown’s advantage. 
And not only because of the distracting intervention of the head 
of an anti-bullying charity: she claimed that Downing Street staff 
had called its helpline, but was then mercilessly discredited her- 
self, undermining the Observer by association. Mr Brown often 
comes across as an unsympathetic automaton; tales of his frail- 
ties may help to humanise him (no one’s perfect, and all that). But 
if there is a serious revelation here, it has probably not been 
about Mr Brown’s character, but rather the crucifying character 
of his job and the inefficiency of the government machinery. 

“Life is more complicated and government more complex,” 
Attlee observed in i960; “the Welfare State has required addition- 
al laws and regulations.” He didn’t know the half of it. Being 
prime minister today involves more responsibility, over a more 
centralised government, exercised in a more punishing media 
culture and more adversarial political one, than was imaginable 
even in the 1980s. A prime minister must discharge these respon- 
sibilities from the endearing but hopelessly amateurish sur- 
roundings of an adapted terraced house; like other prime minis- 
ters, Mr Brown has fiddled with the seating plan, but no one has 
yet created the modern and efficient executive that the role de- 
mands. It is enough to make anyone chuck the odd Nokia. ■ 
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Sanctions on Iran Also in this section 

And the price of nuclear power? 68 A survey on trust 


America is rallying its friends to concentrate minds in the Islamic Republic 


S URELY it is clear by now, many people 
feel, that Iran would rather go on enrich- 
ing uranium than talk to America or any- 
one else about its suspect nuclear activi- 
ties. If efforts to tempt it round have failed, 
could a tight economic squeeze lead the re- 
gime to think again about the costs of its 
defiance? 

A new sanctions resolution will soon 
be up for discussion at the United Nations 
Security Council. But suppose the un can- 
not get Iran to halt its work to process ura- 
nium and plutonium-for use in as yet un- 
built civilian nuclear-power reactors, Iran 
says, though others suspect they are for 
bomb-building. In that case, a lot more 
governments may have to be induced to 
impose eye-watering economic pain so as 
to get the regime’s attention. 

Veto-wielding Russia and China have 
eviscerated three previous sets of un sanc- 
tions, and gained commercially from do- 
ing so. Now Russia may be having second 
thoughts. A report to be discussed by the 
35-nation board of the International Atom- 
ic Energy Agency (iaea), the UN’s nuclear 
guardian, on March 1st shows why. 

Last year Iran was found building a 
hitherto secret uranium-enrichment plant 


on a military compound outside Qom. 
That deepened fears that it indeed had a 
covert military programme. In 2007 Amer- 
ica concluded, controversially, that Iran 
had been developing a nuclear warhead 
for a missile, but had stopped in 2003. In its 
latest report, the iaea talks of possible 
“current undisclosed activities”, suggest- 
ing such work continues. 

Russia had previously dismissed such 
evidence as unproven. But it has been 
galled by two Iranian actions. The Islamic 
Republic turned down a deal put together 
last year by America, Russia, France and 
the iaea that would have bought time for 
talks by taking much of Iran’s low-en- 
riched (3.5%) uranium out of the country, 
returning it later as higher-enriched (about 
20%) rods to provide new fuel for a small 
Tehran-based research reactor. 

Then, adding injury to insult, as the lat- 
est inspectors’ report documents, earlier 
this month Iran started 20% enrichment it- 
self, at its main plant at Natanz, rejecting 
calls for it to wait until inspectors were on 
hand and extra surveillance in place. Suffi- 
cient stocks of 20% enriched uranium 
would dramatically cut the time it takes to 
get to the 90% grade needed for a bomb. 


If Russia now backs tougher Security 
Council sanctions, China may be reluctant 
to be the only permanent member of the 
council to block new measures. But wheth- 
er the two vote yes, or merely abstain, they 
will work to keep un sanctions narrowly 
targeted on the individuals, companies 
and banks most directly involved in Iran’s 
nuclear and missile programmes. 

Other measures-much harder to shrug 
off-could be a ban on weapons sales to 
Iran (previous sanctions already block it 
from exporting its own arms) or a bar on 
new investment in its oil and gas indus- 
tries. But Russia now sells Iran weapons 
(although it has held back a delivery of ad- 
vanced s-300 anti-aircraft missiles), and 
China’s firms have snapped up energy 
contracts that others have been encour- 
aged by their governments to drop. 

Late last year America quietly started 
informal meetings with a group made up 
of the G7 club of rich economies plus Aus- 
tralia, South Korea, Saudi Arabia and the 
United Arab Emirates (uae). This initiative 
is intended to create a fallback, should un 
sanctions fail, or prove too mild. 

Ideas for new measures abound at 
America’s Treasury Department, which re- ►► 



68 International 


► alised the strength of financial sanctions in 
2005, when it designated a Macau-based 
bank, Banco Delta Asia, as a money-laun- 
dering concern because of its banking ser- 
vices to dodgy North Korean individuals 
and firms and later cut it off from any deal- 
ing with American banks. That forced oth- 
er banks to choose between dealing with 
North Korea or keeping access to the Amer- 
ican banking system. America has pulled a 
similar trick with Iran. A string of Iranian 
banks are now barred from transferring 
money to or from the United States and 
more than 80 foreign banks have cut ties 
with Iran or are doing so. Last December 
Credit Suisse was fined $536m for helping 
Iran hide financial transactions. 

This forces Iranian merchants and busi- 
nesses into more circuitous and thus costly 
ways of financing their trade. Meanwhile, 
America has sanctioned more than 100 
people and entities for supporting Iran’s 
nuclear and missile programmes and is en- 
couraging other governments to follow 
suit, freezing bank accounts and other as- 
sets. It has designated Iran’s Revolutionary 
Guard, increasingly seen as an economic 
power in the country through its owner- 
ship of everything from mines and mobile 
phones to construction firms and a port, as 
a proliferation-supporting enterprise. It 
has told foreigners that they could unwit- 
tingly put themselves on the wrong side of 
American law by dealing with Guard- 
owned enterprises or subsidiaries. 

Export credits for Iran have been rapid- 
ly drying up, including those from Ger- 
many, until very recently one of its keenest 
trading partners. Governments from Aus- 
tria to Australia have been combing more 
carefully through export licences. 

Other ideas being canvassed include 
extending the penalties now applied to 
banks to insurance and reinsurance com- 
panies too; Lloyd’s of London recently told 
the Financial Times that it would cut its 
cover for refined petroleum shipments to 
Iran if America’s Congress carries through 
its plans to enact sanctions on such trade. 
There could also be curbs on Iran’s ships. 

The more governments America can 
persuade to join in, the harder the pinch. 
The European Union, which has so far 
stuck closely to UN-designated sanctions 
(though individual members such as Brit- 
ain have gone further, especially with fi- 
nancial measures), is reported to be con- 
sidering harsh new proposals. But 
enlisting countries such as Saudi Arabia 
and the uae would have huge symbolic 
and political effect-especially if it includ- 
ed Dubai, which normally does a roaring 
trade with Iran and was the hub of the illic- 
it nuclear network of Abdul Oadeer Khan, 
who helped Iran and others with their se- 
cret nuclear work. It could even influence 
Turkey and Brazil, both of which have 
been reluctant to see new sanctions and 
have claimed to take their lead from the 


(previously less critical) iaea. Now the 
iaea is changing tune, will they do so too? 

Thus far Iran’s leaders claim to be un- 
moved by sanctions threats. If anything, 
they say, sanctions strengthen the nation. 
And in truth, it is economic mismanage- 
ment by Iran’s president, Mahmoud Ah- 
madinejad, that is doing most damage. His 
spendthrift policies have all but depleted 
the country’s reserves, which ought to be 
brimming with past windfall profits from 
oil and gas. Unemployment is rife. Infla- 
tion is well into double digits, and could 
spike dangerously if the planned lifting of 
budget-crippling subsidies on fuel and 
other basic goods is mishandled. 

Well before the protests that followed 
what many see as last June’s stolen presi- 
dential election, Mr Ahmadinejad was un- 
der criticism both in parliament and from 
the bazaari s, Iran’s merchant class, for 
needlessly provocative behaviour that 
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was driving up the cost of doing business 
and crimping Iran’s trade. 

Iran’s economy is now more vulner- 
able. Oil and gas, its greatest strength, may 
also be a weak spot. Iran’s oil and gas in- 
dustries badly need foreign money and 
know-how. A recent report by the research 
centre of the Majlis, Iran’s parliament, re- 
portedly said that without substantial in- 
vestment, Iran would be importing oil in 16 
years at best, in eight at worst. 

Some energy deals are still being done, 
but few are being completed. Among 
America’s group of like-minded friends 
are several-japan and South Korea in Asia 
and some countries in Europe-that still 
buy quite a lot of their oil from Iran. Would 
they be ready to look elsewhere instead? 
Would Saudi Arabia and others be pre- 
pared to keep their oil flowing if they did? 
If sanctions on Iran are ever to work, the 
time to try them is now. ■ 


A poll on trust 

What’s good for General Motors 


A new pattern in opinions about bureaucrats, business and charity 


U NTIL recently, opinions about the 
public and private sectors tended to 
move in mirror image. Some societies 
mistrusted the state but expected a lot 
from private firms. In others the state was 
revered and the reputation of firms was 
in doubt. And in countries like China 
where respect for the state ran deep, 
people were also sceptical of private 
efforts to do good. 

Over the past year, patterns have 
shifted. The latest in a series of annual 
polls of the “informed public’-success- 
ful, educated people who follow the 
news-in 22 countries shows that in most, 
trust in government and the private 
sector is moving in step, either up or 
down. In Russia confidence on both 
fronts is down. In Germany the latest 
year showed a modest rise (from 35% to 
41%) in trust in government and an equal 


climb (from 33% to 39%) in the number 
who had high hopes of business. Britain 
was an outlier. There, trust in the state fell 
(from 41% to 35%), whereas trust in the 
private sector inched up, from 45% to 47%. 

Laurence Evans, who oversaw the 
poll for Edelman, a consultancy, said it 
reflected “the age of sovereign risk”. 
People doubt that firms can thrive if the 
state ails, and vice versa. And in most 
countries (including China), trust in 
ngos rose, prolonging a decade-old 
trend. As Kerry Brown, a China-watcher, 
points out, that does not mean the Chi- 
nese state is losing confidence, in both 
senses. In some fields, such as the envi- 
ronment, it has ceded ground to volun- 
tary efforts, but it retains a tight grip on 
sensitive areas like minority rights. Still, 
where the state is revered, people do not 
want it to monopolise the scene. 


When feelings fluctuate 
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Recruitment firms 

Joining the queue 


NEWYORK 

The recession has accelerated big changes 
for firms that help people find jobs 

ttTN 2008 10m people came to us, and 
1 we placed 4m in jobs. In 2009 it was 
nm, and we only placed around 3m. It’s 
been a tough year.” So says Jeff Joerres, the 
boss of Manpower, an employment-ser- 
vices firm best known for its army of tem- 
porary workers. The highest unemploy- 
ment rates in decades have meant that 
more people than ever have turned to 
firms that specialise in finding people 
jobs. But at a time when firms are hiring far 
less, if at all, that can easily add up to more 
disappointed clients. One thing Manpow- 
er has got better at during the recession, 
says Mr Joerres, is figuring out quickly 
which job-hunters can be helped, and 
which to send elsewhere rather than risk 
leading them on. 

In the final quarter of 2009 Manpow- 
er’s profits were down by 62% from the 
same period a year earlier, on revenues 
that were 4% lower. Although its share 
price is twice what it was last March, it is 
still at barely half its peak. The story is 
much the same across the recruitment in- 
dustry. On February 23rd Heidrick & Strug- 
gles, a big headhunting firm, announced 
that revenues had fallen by 19% in the 
fourth quarter, although it eked out slight- 
ly higher profits. It trimmed its team of 
consultants from 419 to 359 over the course 
of last year. Monster, an online job-listing 
firm, posted a loss in the fourth quarter. Its 
shares, though up since last March, remain 
two-thirds lower than in February 2007, 
before the deterioration of the American 
economy became apparent. 

Even so, Sal Iannuzzi, Monster’s boss, is 
upbeat. He, like his counterparts at other 
recruitment firms, is increasingly confi- 
dent that unemployment in America has 
peaked. Moreover, his firm, like many in 
the industry, has made big changes to im- 
prove its prospects as the market recovers. 
Before the recession, Mr Iannuzzi had pub- 
licly acknowledged that neither Monster’s 
technology nor the services it offered were 
up to snuff. Although it led the shift of job 
listings away from newspapers to the 
web— newspaper revenues from such list- 
ings are down by over 90% since Monster 
announced itself with its first Super Bowl 
ad in 1999-it had rested on its laurels. The 
recession underscored the problems, 
when desperate jobseekers used Monster 
to fire off scattergun applications, in effect 
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spamming recruiters. 

Mr Iannuzzi decided to push ahead with 
an overhaul despite the recession, “forgoing 
profitability to invest in innovation”. Mon- 
ster has developed a search engine called 
6Sense, which is designed to help recruiters 
screen out “aspirational applicants” (the 
spammers). It also allows recruiters to 
search for suitable candidates themselves, 
rather than waiting for the right person to 
apply. Instead of relying on telemarketing, 
Monster is visiting employers to show off 
these products. 

In early February Monster announced a 
deal to buy Hotjobs, a rival listings site, from 
Yahoo!. It will pay $225m-barely half what 
Yahoo! paid when outbidding Monster for 
the firm eight years ago. The deal is expect- 
ed to bring enough new customers to make 
Monster, which now operates in over 50 
countries, the largest online database of 
potential hires, ahead of its biggest rival, 
Careerbuilder. 

These moves are intended in part to 
see off specialist competitors, which 
have grown despite the downturn by 
exploiting niche markets. Dice, for ex- 
ample, focuses on technology jobs; 
TheLadders lists only jobs with a sal- 
ary of $100,000 or more. People 
seeking jobs on TheLadders pay a 
monthly fee of $35, enough to 
deter the eager but unquali- 
fied. Hyperactive users (de- 
fined as those who apply for 
more than 100 jobs a day) are 
strongly discouraged. According 
to Marc Cenedella, the firm’s boss, 
“on average, there are 21 applicants 
per job on TheLadders, whereas on 
Monster you can get a thousand 
people applying, which is far too 
much noise.” 

Mr Cenedella, who blogs about 
recruitment, says “curation”, mean- 
ing more filtering of those look- 
ing for work, is the new trend. 
“The sites have evolved from 
online jobs boards into ‘talent 
communities’,” says Jayson 
Saba, a specialist in employ- 
ment at Aberdeen Group, a 
market-research firm. In oth- 
er words, recruitment 
firms are hoping to 
capitalise on the pop- ►► 
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► ularity of social networking. Monster 
owns sites such as military.com and theap- 
ple.com, which allow soldiers and teach- 
ers respectively to hobnob and hunt for 
work. Along with rivals, it is also trying to 
use Facebook (with mixed results) and, 
above all, Linkedln, a professional-net- 
working site. 

Reid Hoffman, the founder of Linkedln, 
says its revenues from employers looking 
for recruits among its 6om members have 
risen consistently throughout the down- 
turn. Mr Hoffman thinks his members are 
only just beginning to appreciate the edge 
the site can offer when it comes to job refer- 
rals. “When someone recommends you 
for a job, that counts for far more than 
when you apply for it yourself,” he says. 

“We use Linkedln, quite frankly,” says 
Kevin Kelly, the boss of Heidrick & Strug- 
gles, who readily concedes that the emer- 
gence of online search and networking is 
undermining the advantage conferred by 
his firm’s proprietary database of con- 
tacts. In response to the gradual erosion of 
their main selling point, Mr Kelly and his 
colleagues have begun offering their ser- 
vices as consultants on other aspects of 
employment, helping firms keep their 
best staff and manage successions. Senior 
executives suffer from a high rate of attri- 
tion: 40% leave their job within 18 months. 
Heidrick has analysed 20,000 hirings it or- 
chestrated to assess why some of those 
appointed lasted longer than others. It is 
incorporating its findings into its advice. 

Like Heidrick, Manpower is increasing- 
ly having to compete by finding new ways 
to help recruiters, helping them manage 
high-powered but short-lived projects, for 
example. Companies are putting together 
many more ad hoc teams often connected 
virtually around the world, notes Mr 
Joerres. “Perhaps only 20% of a team will 
be on the full-time staff,” he says, “so they 
need a much more on-demand talent spi- 
got, which we can provide.” 

Recruiters are clearly becoming far 
more sophisticated, thanks to the new 
search tools that are available, says Aber- 
deen’s Mr Saba: “You’d think with 10% un- 
employment, jobs would be filled more 
quickly, but the focus on sourcing the right 
people, screening them and so on means 
that the time to fill has not fallen.” Mr 
Joerres believes that the increasing sophis- 
tication of recruiters means that firms will 
do less “anticipatory hiring” than in previ- 
ous recoveries. Instead, firms will wait to 
get exactly the staff they need, when they 
need them. 

However, Heidrick’s Mr Kelly thinks 
lots of executives who have stayed in their 
jobs over the past year or two despite 
working twice as hard for less money will 
grab the first opportunity to move to pas- 
tures new. The same may be true for less 
exalted workers, too-and could signal a 
better year ahead for recruitment firms. ■ 


The spread of GM crops 

Talcing root 


NEWYORK 

The developing world embraces a 
controversial technology 

A DECADE ago, after European activists 
whipped up lots of negative coverage 
about the perils of toying with nature, the 
future of genetically modified (gm) crops 
seemed uncertain. The technology was 
adopted by farmers in the rich world out- 
side Europe, but poor countries seemed 
likely to be left behind. However, accord- 
ing to a report released on February 23rd by 
the International Service for the Acquisi- 
tion of Agri-biotech Applications (isaaa), 
a non-profit outfit that monitors the use of 
gm crops, the sector is blossoming, espe- 
cially in the developing world, where poor 
and unproductive farmers have the most 
to gain from such advances. 

Despite the decline in food prices and 
the global economic downturn last year, 
the use of gm technology increased by 
about 7 %, according to isaaa. More than 
three-quarters of the soyabeans grown 
around the world are now genetically 
modified, as is roughly half the cotton and 
over a quarter of the maize (corn). Cru- 
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dally, developing countries now account 
for nearly half of the world’si34m hectares 
of transgenic crops, with Brazil, Argentina, 
India and China in the vanguard (see 
chart). Of the 14m or so farmers now bene- 
fiting from the technology, perhaps 90% 
live in poor countries. 

Better yet, for the most part, this trend is 
now being driven not by pushy Western 
multinationals, but by domestic political 
pressure to increase agricultural productiv- 
ity, and the home-grown research that this 
has fostered. Brazil’s dramatic rise to the 
global number two spot (after the United 
States) owes much to the government’s in- 
vestment in local research centres like Em- 
brapa, which in February won approval 
for an herbicide-tolerant soyabean devel- 
oped locally in partnership with basf, a 
big German chemicals firm. 

The greatest potential for growth is 
probably in China. In late November the 
government gave its blessing to gm variet- 
ies of rice and maize. Both were developed 
by local researchers, without funding or 
other help from Western firms. As rice is 
the most important food crop in the world 
and maize is the main form of animal feed, 
these decisions could have a big impact. 
Clive James of isaaa calculates that the 
gm rice alone could deliver benefits (in the 
form of higher yields, greater productivity, 
savings on pesticides and fertilisers, and so 
on) of $4 billion a year to China’s 100m- 
odd rice-growing households. 

Africa’s leaders have been reluctant to 
accept gm crops. But that is changing, ar- 
gues Calestous Juma of Harvard Universi- 
ty. South Africa, Egypt and Burkina Faso 
are encouraging the use of the technology. 
China is also beginning to pioneer “South- 
South” technology transfers in Africa and 
elsewhere, he says. 

Attitudes are also changing at Western 
agribusinesses, some of which used to dis- 
miss poor farmers as mere “seed pirates”. 
As developing countries develop gm 
crops of their own, these firms are now 
pursuing public-private partnerships or 
joint ventures with local firms and other- 
wise softening their stance. Monsanto, a 
hard-nosed pioneer of transgenic crops, is 
donating its drought-resistant technology 
to a coalition called Water Efficient Maize 
for Africa, for example. 

Yet in Europe, opposition to gm food 
appears as strong as ever, despite increas- 
ingly strident scientific dissent. The Euro- 
pean arm of Greenpeace, a green pressure 
group, still denounces the technology and 
gloats about a decline of over a tenth in 
cultivation of gm crops in Europe last year. 
Sir David King, a former scientific adviser 
to the British government, argues that the 
unjustified vilification of gm is leading to 
needless deaths. He thinks the delay in the 
introduction of flood-resistant gm rice, for 
example, has condemned many in the 
poor world to starvation. » 
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Hype about fuel cells 

Flower power 

SAN FRANCISCO 

A clean-tech start-up generates lots of excitement and a little electricity 


4 4 "1 X 7 E BELIEVE that we can have the 

W same kind of impact on energy 
that the mobile phone had on communi- 
cations.” So says K.R. Sridhar, the boss of 
Bloom Energy, which on February 24th 
unveiled what it claims is a revolutionary 
fuel cell. Thanks to such grandiose pro- 
nouncements and a vigorous public- 
relations blitz, the “Bloom Box”, as the 
company’s product has been dubbed, 
has attracted plenty of headlines. But 
there are good reasons for scepticism. 

That Bloom is now being promoted so 
loudly is hardly surprising. The firm, 
which has kept its work secret for the past 
eight years, has attracted a hefty $40om 
from venture capitalists, including some 
who bet on the Segway, a high-tech scoot- 
er that promised but failed to change the 
world. A successful initial public offering 
or a sale to a strategic investor would 
allow Bloom’s backers to reap a return on 
their investment. It would also give a 
fillip to the clean-tech sector, at which 
Silicon Valley’s moneymen have thrown 
billions of dollars in the hope of hitting a 
Google-like payday. 

Mr Sridhar paints a glowing picture of 
the potential of Bloom’s technology, 
which uses a series of discs, made from 
zirconium oxide and coated in special 
inks, to induce a chemical reaction that 
turns natural gas, among other fuels, into 
electricity. This is more efficient, and 
therefore greener, than burning gas to 
generate electricity in a power plant and 
then transmitting it through the grid. The 
firm has produced some 100-kilowatt 
units for corporate customers, costing 
$700,000-800,000. But in five to ten 
years, Mr Sridhar says, it will be able to 
make smaller Bloom Boxes, designed to 
power single homes, for less than $3,000. 

That claim has raised eyebrows in the 
fuel-cell industry. Mr Sridhar believes his 
target is achievable because Bloom will 
reap economies of scale as it ramps up 


production and because fuel-cell tech- 
nology will improve in leaps and 
bounds. But a host of other firms have 
been trying for years to produce small 
cells cheaply. Andrew Neilson of Ceram- 
ic Fuel Cells, which has deals with sever- 
al European utilities to develop domestic 
fuel cells and has sold a few two-kilowatt 
units, points out that it is especially diffi- 
cult to shrink all of the components 
needed to feed air and fuel to the cells 
and to extract energy from them. 

Generous state and federal subsidies 
for fuel cells should help Bloom sell to big 
businesses. Thanks to these, and to sav- 
ings on its electricity bill, eBay, which is 
one of several companies that has been 
trying out Bloom Boxes, reckons its in- 
vestment in them will pay for itself in 
three years. But many firms, including 
experienced manufacturers such as 
General Electric, have their eye on the 
corporate market, too-which helps 
explain, along with filings from car com- 
panies working on fuel-cell batteries, 
why patents for fuel cells far exceed those 
for other sources of green power (see 
chart). Moreover, the more often sub- 
sidies are claimed, the less keen on them 
governments tend to become. 
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► India, too, has recently been caught up 
in a Frankenfood fight. In mid-February 
the government issued a moratorium on 
the development of gm aubergine (Bt 
Brinjal, as it is known locally), despite a rul- 
ing last year by an official scientific adviso- 
ry body in favour of the technology. The 
government’s decision was all the more 
puzzling given India’s success with gm 
cotton, which has helped transform the 
country from an importer of cotton into 
the world’s biggest exporter. 

Ask Robert Fraley, chief technology offi- 
cer of Monsanto, what he makes of Chi- 
nese and Indian gm technology, and he 
gives it a hearty endorsement: “I hope in 
future we can license it.” That would de- 
pend, of course, on governments approv- 
ing its use in the first place. ■ 


The boom in printing on demand 

Just press print 


New technology promises to prolong 
the life of the book 

E SPRESSO might seem an odd name for a 
bookmaking machine. But the ward- 
robe-sized apparatus at Blackwell, a book- 
store in central London, and 30 other loca- 
tions worldwide can print a paperback in 
about the time it takes to make and drink a 
shot of caffeine. A black-and-white printer 
produces the pages; a colour one the cover; 
they are then glued together by a third de- 
vice which sits behind Plexiglas for pass- 
ers-by to admire. 

To some this is just “retail theatre”, a 
clever way to lure people into bookstores. 
But others view it as the logical step in a de- 
velopment that has picked up speed re- 
cently, yet has not received nearly as much 
attention as electronic readers or touch- 
screen tablets: the printing of books on de- 
mand, rather than on a publisher’s hunch. 

About 6% of books in America are now 
printed on toner-based or inkjet ma- 
chines— a rough proxy for print-on-de- 
mand (poD)-as opposed to on offset 
presses, estimates InterQuest, a market-re- 
search firm. Over the next five years, it pre- 
dicts, this figure will increase to 15%. In 
2008, the latest year for which data are 
available, about 285,000 titles were 
printed on demand or in short runs— 132% 
more than in 2007 and for the first time 
more than in the conventional way. Ama- 
zon, the world’s biggest online bookseller, 
uses pod machines, although it does not 
reveal how often. 

Better technology is one reason for the 
rapid growth. These days only experts can 
tell whether a book has been printed on an 
offset machine or a digital one. But eco- 


nomics is the main driver. Estimating the 
demand and thus the print run for a book 
has been a guessing game since Guten- 
berg’s day. This means that the industry’s 
supply chain is exceedingly wasteful. 
About 30% of books in America are re- 
turned to the publisher. Although it still is 
pricier to print books digitally, the overall 
cost of printing on demand is lower, since 
books are printed only when there is a 
buyer, and thus do not languish in a ware- 
house merely to be destroyed later. 

If there is a company that represents the 


growth of pod, it is Lightning Source, a sis- 
ter firm of Ingram Book Company, the 
world’s largest wholesale book distribu- 
tor. Founded in 1997, it is now the world’s 
biggest on-demand printer with an output 
of 20m books in 2009. The average print 
run per title was less than two. The firm op- 
erates huge print shops packed with the 
latest equipment from companies such as 
Hewlett-Packard, Oce and Xerox. But its se- 
cret sauce is special software that, among 
other things, keeps track of the millions of 
orders and makes sure that covers do not ►► 
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Gutenberg was just guessing 


► end up on the wrong books. 

University presses, with their thou- 
sands of slow sellers, have been among 
Lightning Source’s first customers. About 
io% of Cambridge University Press’s sales 
of academic and professional titles are 
generated by books printed on demand- 
compared with 3% five years ago. Before 
pod, if sales of one of the publisher’s 
books dropped below 50 copies a year, it 
was taken out of print. Now a publisher 
can keep titles available forever. 

pod has also led to an explosion of 
self-publishing. Websites such as iUni- 
verse, CreateSpace and Lulu allow authors 
to bypass sceptical publishers. Lulu, for in- 
stance, claims to publish 20,000 books a 
month. Authors upload their works free of 
charge and pay only when they sell a book. 
Espresso machines, meanwhile, can 
download and print any of the 2m out-of- 
copyright books scanned by Google and a 
few thousand from conventional publish- 
ers, though many are still wary of making 
their content available in this new form. 

Last year Hewlett-Packard, whose ma- 
chines are known for advanced colour 
printing, developed an online service that 
allowed admirers of Barack Obama to cus- 
tomise a picture book about the presi- 
dent’s election campaign by adding their 
own images. The company also operates a 
service called MagCloud, which allows 
customers to have their own glossy maga- 
zines printed for an affordable $0.20 a 
page. Several thousand such publications 
have been produced since the offering was 
launched a year ago. 

Despite all its advantages, pod is un- 
likely to take over the world. This is be- 
cause in contrast to digital printing, whose 
per-unit costs stay pretty much the same, 
traditional offset printing exhibits strong 
economies of scale. As long as you have 
bestsellers with hundreds of thousands of 
copies, on-demand printing is not going to 


displace the conventional sort, says David 
Davis of InterQuest. Then there is regula- 
tion. In some countries, such as China, a li- 
cence is needed to publish books; others, 
such as Germany and France, have price 
controls for books. 

All this makes it difficult to predict 
pod’s impact on publishing’s supply 
chain, which is already in upheaval, main- 
ly because of the internet. Readers should 
benefit from the greater variety. More au- 
thors will get published, for instance, but 
there will also be more competition. Pub- 
lishers may save money, but they may also 
lose their role as gatekeepers. The losers 
are easier to determine: used-book sellers, 
logistics firms and, of course, the makers of 
offset-printing equipment. The world’s 
biggest, Heidelberger Druckmaschinen, is 
said to be considering moving back into 
digital printing after having spun-off such 
a business six years ago. 

Some believe pod could spur demand 
for books. Dane Neller, the boss of On De- 
mand Books, which makes the Espresso, 
wants to put one wherever people might 
feel the urge to read, from cruise ships to 
train stations. But he gets most excited 
when talking about taking the devices to 
poor countries. “The potential to democra- 
tise knowledge,” he says, “is huge.” ■ 


A boardroom row at Repsol 

Adding fuel 


MADRID 

A policy shift in Spain heralds more 
upheaval at its biggest oil firm 

B OARDROOM bust-ups are a rare occur- 
rence in the clubby world of Spanish 
business. But in the case of Repsol, Spain’s 
largest oil and gas company, they have be- 
come commonplace. Antonio Brufau, the 
firm’s executive chairman, has been at 
odds with Luis del Rivero, chairman of 
construction firm Sacyr Vallehermoso, 
which owns a 20% stake in Repsol. Mr Bru- 
fau survived an attempt by Sacyr to oust 
him last month. But the ruling Socialist 
Party has given the row fresh impetus by 
proposing a change to corporate-gover- 
nance rules that may boost Mr del Rivero. 

Sacyr was one of a trio of big Spanish 
construction companies that grabbed 
stakes in the country’s biggest energy firms 
in the go-go days of 2006, near the height 
of Spain’s property bubble, acs Group 
snapped up 13% of Iberdrola, while Ac- 
ciona bought 25% of Endesa. Acciona 
made a hefty profit by selling on to Enel, an 
Italian energy firm, last year. But the other 
investments are languishing. Sacyr spent 
some €6.5 billion (then $8.4 billion) on a 
stake worth just €4.1 billion now, having 


borrowed €51 billion to pay for it. 

Hit by the sharp slowdown in the con- 
struction business, Sacyr relies on Repsol’s 
dividends to service its debt. But Mr Brufau 
chopped the dividend by 19% in December, 
infuriating Mr del Rivero. Mr Brufau ar- 
gues that the cut, which saved Repsol ap- 
proximately €24om, was preferable to cur- 
tailing investment. Indeed, Repsol will 
need yet more cash, given the expense of 
developing its big recent discoveries off the 
coasts of Brazil and America. Last year its 
net debt nearly doubled to €14.7 billion. 

Mr del Rivero has accused Mr Brufau of 
sticking recklessly to a heavy investment 
programme conceived when the oil price 
was much higher. But his efforts to impose 
his will on Repsol have been hampered by 
a bylaw that limits the voting rights of any 
single shareholder to 10%. This gives Sacyr 
little more say (it does get an extra seat on 
the board) than La Caixa, a savings bank 
with a 13% stake, which supports Mr Bru- 
fau. This week Sacyr’s boardmembers 
gave in and accepted the lower dividend. 

However, the Socialist Party is now pro- 
posing to scrap such bylaws, another of 
which has limited acs’s say at Iberdrola. 
The voting limits were originally con- 
ceived to protect minorities— something 
that is all the more important in Spain, 
where truly independent directors are rare. 
In practice, says Javier Garcia de Enterria, a 
partner at Clifford Chance, a law firm, the 
limits have tended simply to insulate man- 
agement from big shareholders. 

Both sides are suffering from the spat. 
Repsol is caught in what analysts at Citi- 
group call a “strategic vacuum”. But Mr del 
Rivero’s actions have also drawn attention 
to Sacyr’s stretched finances. Repsol’s divi- 
dends are still sufficient to pay the interest 
on the loan Sacyr took out to buy its stake. 
But the fall in Repsol’s share price has 
forced it to put up collateral to meet margin 
calls. It is not clear how it intends to repay 
the loan when it comes due at the end of 
next year. But winning extra votes would 
make its shares in Repsol more valuable. ■ 
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Toyota's overstretched supply chain 

The machine that 
ran too hot 

The woes of the world’s biggest 
carmaker are a warning for rivals 

AS EXECUTIVES from Toyota, including 
Xl.the firm’s boss, Akio Toyoda, 
squirmed before their tormentors in 
America’s Congress this week, there was 
little public gloating from rival carmakers. 
Although it is Toyota that is currently in the 
dock after a crushing series of safety-relat- 
ed recalls across the world, competitors are 
only too aware that it could be their turn 
next. After all, there is not a single big car- 
maker that has not modelled its manufac- 
turing and supply-chain management on 
Toyota’s “lean production” system. 

That said, there is a widespread belief 
within the automotive industry that 
Toyota is the author of most of its own mis- 
fortunes. In his testimony to the House 
oversight committee on February 24th, Mr 
Toyoda acknowledged that in its pursuit of 
growth his firm stretched its lean philoso- 
phy close to breaking point and in so doing 
became “confused” about some of the 
principles that first made it great: its focus 
on putting customer satisfaction above all 
else, and its ability “to stop, think and 
make improvements”. 

James Womack, one of the authors of 
“The Machine that Changed the World”, a 
book about Toyota’s innovations in manu- 
facturing, dates the origin of its present 
woes to 2002, when it set itself the goal of 
raising its global market share from n% to 
15%. The target was “totally irrelevant to 
any customer” and was “just driven by 
ego”, he says. The rapid expansion, he be- 
lieves, “meant working with a lot of unfa- 
miliar suppliers who didn’t have a deep 
understanding of Toyota culture.” 

By the middle of the decade recalls of 
Toyota vehicles were increasing at a suffi- 
ciently alarming rate for Mr Toyoda’s pre- 
decessor, Katsuaki Watanabe, to demand a 
renewed emphasis on quality control. But 
nothing was allowed to get in the way of 
another (albeit undeclared) goal: overtak- 
ing General Motors to become the world’s 
biggest carmaker. Even as Toyota swept 
past gm in 2008, the quality problems and 
recalls were mounting. 

The majority of those problems almost 
certainly originated not in Toyota’s own 
factories, but in those of its suppliers. The 
automotive industry operates as a com- 
plex web. The carmakers (known as origi- 
nal equipment manufacturers, or oems) 
sit at its centre. Next come the tier-one sup- 
pliers, such as Bosch, Delphi, Denso, Conti- 
nental, Valeo and Tenneco, who deliver big 
integrated systems directly to the oems. 


Fanning out from them are the tier-two 
suppliers who provide individual parts or 
assembled components either directly to 
the oem or to tier-one suppliers, (cts 
Corp, the maker of the throttle-pedal as- 
semblies that Toyota has identified as one 
of the causes of “unintended acceleration” 
in some of its vehicles, is a tier-two suppli- 
er whose automotive business accounts 
for about a third of its sales.) 

On the outer ring of the web are the 
tier-three suppliers who often make just a 
single component for several tier-two sup- 
pliers. Although there are literally thou- 
sands of tier-two and tier-three suppliers 
around the world, their numbers have 
been culled over the last decade as the 
oems and the tier-one firms have worked 



A vale of tiers 


to consolidate their supply chains by con- 
centrating business with a smaller number 
of stronger companies. 

Toyota revolutionised automotive sup- 
ply-chain management by anointing cer- 
tain suppliers as the sole source of particu- 
lar components, leading to intimate 
collaboration with long-term partners and 
a sense of mutual benefit. In contrast, 
Western carmakers tended either to source 
in-house or award short contracts to the 
lowest bidders. The quality Toyota and its 
suppliers achieved made possible the “just 
in time” approach to delivering compo- 
nents to the assembly plant. In his book, 


Mr Womack quotes a Toyota supplier: “We 
work without a safety net, so we can’t af- 
ford to fall off the high wire. We don’t.” 

Most big car firms now operate in a sim- 
ilar way. Ford, for example, will often work 
with a tier-one supplier for up to three 
years before a new model comes off the 
production line to ensure that the design 
and manufacturing of important compo- 
nents is sound. So-called cross-functional 
teams from both firms strive to eliminate 
defects. Rather than always going for the 
low bid, carmakers now look at the total 
cost of a component, including potential 
interruptions to production and, further 
down the line, customer warranty claims 
if quality is not up to scratch. 

By and large, the relationships between 
the oems and the tier-one suppliers run 
smoothly. When problems do crop up, it is 
usually with the tier-two and tier-three 
firms. A senior purchasing executive at one 
carmaker says that consolidation, the need 
to trim capacity and the shock to demand 
that began in mid-2008 have put the weak- 
er parts of the supply chain under great 
strain: “Some of these are quite fragile 
businesses. There’s a need for visibility, but 
we don’t always have it. If something goes 
wrong, we need transparency and speed 
of communication to make sure it doesn’t 
get to the customer.” 

A consequence of Toyota’s breakneck 
expansion was that it became increasingly 
dependent on suppliers outside Japan 
with whom it did not have decades of 
working experience. Nor did Toyota have 
enough of the senior engineers, known as 
sensei, to keep an eye on how new suppli- 
ers were shaping up. Yet Toyota not only 
continued to trust in its sole-sourcing ap- 
proach, it went even further, gaining un- 
precedented economies of scale by using 
single suppliers for entire ranges of its cars 
across multiple markets. 

A senior executive at a big tier-one sup- 
plier argues that although Toyota’s single- 
supplier philosophy served it well in the 
past, it took it to potentially risky extremes, 
especially when combined with highly 
centralised decision-making in Japan. 
“There’s a trade-off,” he says. “If you don’t 
want duplication of supply you have to 
have very close monitoring, you have to 
listen to your supply base and you have to 
have transparency. That means delegating 
to local managers. With Toyota, it works 
well at the shop-floor level, but things 
break down higher up.” 

In the aftermath of Toyota’s crisis, the 
industry is now asking itself whether sole- 
sourcing has gone too far. “It may be safer 
not to have all your eggs in one basket, but 
to have maybe three suppliers for major 
components who can benchmark each 
other,” says another purchasing manager. 
Until very recently, Toyota was the peerless 
exemplar. For now, at least, it is seen as an 
awful warning. ■ 
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Schumpeter | The emperor’s clothes 


Like other bosses, media moguls are recovering their poise. But that’s no reason to start making daring moves 



H OLLYWOOD knows how to tell a good story. The arc is often 
the same: a period of calm, a growing crisis, a satisfying tri- 
umph against overwhelming odds, a kiss. Film-goers and televi- 
sion-watchers know and appreciate the format. Investors are be- 
coming familiar with it, too, because media executives are telling 
a similar story about their own business. 

A year ago the business was in a disastrous state. Crises in the 
housing market and the car industry were suppressing print and 
television advertising. Media stocks were tumbling. The New 
York Times ran a profile of Rupert Murdoch which argued that his 
love of newsprint was weighing on News Corporation-true, per- 
haps, but a bit rich coming from a newspaper that was losing 
money. (A few weeks earlier, the Atlantic had run a piece about 
the possible demise of the New York Times.) Banks had abruptly 
pulled out of film financing, impoverishing that business. The 
2009 Sundance film festival was utterly gloomy. 

Now look at them. In the past few weeks several big media 
companies have reported unexpectedly good earnings. Share 
prices have bounced back strongly, cbs, which was trading at 
barely more than $3 a share at one point last March, is now about 
$13. And the moguls seem more confident than ever. News Corp 
is “on the cusp of a digital dynasty”, Mr Murdoch announced ear- 
lier this month. “Content is not just king,” he explained. “It is the 
emperor of all things electronic.” 

There are several reasons for this exuberance. The big, blue- 
skinned one is “Avatar”, an enjoyable nonsense of a film that has 
broken the record for worldwide box-office sales, at least accord- 
ing to Hollywood accounting rules (in Tinseltown there is no 
such thing as inflation). It capped a splendid year at the box office. 
More Americans watched the Super Bowl than have ever 
watched any other television programme. Television advertising 
has bounced back, and print advertising seems to be stabilising. 
Predictions that a respectably sized city would be left without a 
single newspaper have so far proven false. Struggling publica- 
tions found plenty of branches to prune. In the next 12 months 
year-on-year comparisons ought to be flattering. And 2010 is an 
election year in America, which is always good for business. 

Technology has provided cheer, too. Television manufactur- 
ers have suspended the rather silly race to build ever-bigger 


screens and are trying to make their sets better. Televisions made 
with organic light-emitting diodes look wonderful. 3-D television 
looks more wonderful still. If people want such toys they will 
also, in theory, want good-looking content to put on them. Ap- 
ple’s portable iPad cheers media executives for the same reason. 
Robert Iger, Disney’s boss, calls it a “game changer”. Although it 
has not yet appeared in shops, the iPad has already emboldened 
book publishers such as Macmillan to demand better terms from 
Amazon, whose Kindle e-reader was threatening to dominate the 
electronic-book market and bring down the price of all books. 

Finally, there is the fact that media firms are beginning to look 
more like media firms. Time Warner has divorced aol and is 
now dedicated to the production of content. Ticketmaster and 
Live Nation will merge to create a giant company focused on live 
performance, the healthiest bit of the music business. Regulators 
will probably allow Comcast, an American cable company, to 
buy nbc Universal, a film and television outfit currently owned 
by General Electric and Vivendi, two industrial giants. As these 
deals come together, private-equity investments in media firms 
such as emi and Readers’ Digest have soured. The moguls have 
seen off the barbarians. All this is very pleasing. But the emper- 
or’s new outfit has a few holes. 

Screenwriters often employ a plot device called a reversal, in 
which a hero who seems to be making progress abruptly finds 
himself worse off, and facing a much greater menace. Businesses 
can find themselves in the same predicament. Think of Ameri- 
ca’s carmakers half a decade ago. Having banished concerns 
about rolling sport-utility vehicles, they were happily selling 
huge, gas-guzzling vehicles again. But the car companies mean- 
while failed to develop alluring, profitable small cars-an omis- 
sion that would cripple them a few years later when oil prices 
rose and credit evaporated. 

Other industries may have neglected more lasting threats 
while grappling with the recession. The clean-technology busi- 
ness, which slumped following the credit crunch, seems to be re- 
covering. But as the Copenhagen climate talks suggested, and 
opinion polls have since confirmed, enthusiasm for tackling cli- 
mate change is ebbing. It is not clear how soon green sources of 
power will become competitive with their grubbier rivals and 
whether governments will keep paying the subsidies on which 
they depend in the meantime. By the same token, businessmen 
may be flying again, but many airlines are still hamstrung by 
nationalist regulations that undermine economies of scale. 

Plot devices 

But the obstacles in the way of the heroic media mogul are espe- 
cially big. Advertising is swiftly migrating online, and moving 
away from media companies as it does so. The internet retains 
the power to disintermediate (that is, bypass media firms by 
bringing products straight to consumers) and de-aggregate (turn- 
ing albums into tracks and newspapers into articles). Few have 
worked out a way of making money from putting content online. 
Nor is it clear that a willingness to spend on media-playing de- 
vices is a wholly good sign. Consumers bought lots of iPods in 
the past few years. But they did not spend much money on music. 

And there is always the threat that media moguls will go on 
another buying spree. The industry has a history of splashy 
mergers and acquisitions, particularly involving technology out- 
fits, which end up destroying value. So let the content cocks crow. 
But if they start talking about synergies, run for the hills. ■ 
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Scots on the rocks 


What really went wrong at RBS? And how can it be put right? 


T HERE is a road to nowhere in Royal 
Bank of Scotland’s campus just outside 
Edinburgh. It ends abruptly amid rolling 
parkland and was laid on the presumption 
that a new building would eventually be 
added to the bank’s already big office com- 
plex. That sense of destiny, that the bank 
would always get bigger, is dead. The exec- 
utive wing is being refitted for humble 
workers. The art has been taken from the 
walls and loaned to British galleries. Ste- 
phen Hester, the chief executive, has split 
his predecessor’s office in two and occu- 
pies only half of it. He says the restructur- 
ing of rbs is the biggest and most complex 
of any bank in the world. 

Mr Hester may be the kind of big, brisk 
City banker who has the average brave- 
heart reaching for his claymore, but his su- 
perlatives are part of an rbs tradition. It is 
one of the world’s oldest banks, founded 
in 1727. At its peak it was the world’s sixth- 
largest bank by risk-adjusted assets. In 
2007 it led the consortium that made the 
largest ever takeover of a bank, abn 
amro. A year later it needed Europe’s big- 
gest bail-out; its former boss, Sir Fred 
Goodwin, was one of the most vilified 
bankers around, rbs was, if you believe a 
government minister, “the worst-managed 
bank this country has ever seen.” 

The numbers are certainly ugly. On Feb- 


ruary 25th rbs reported an underlying £8 
billion ($12.5 billion) pre-tax loss for 2009, 
bringing its total since 2007 to £16 billion. 
For taxpayers rbs is more than simply a 
gory story of corporate mutilation. They 
own 70% of it and their £46 billion invest- 
ment is underwater. Yet, strangely, the 
bank’s new top brass is quietly confident. 
According to Sir Philip Hampton, the chair- 
man who was parachuted in last year, “we 
are not building on sand here. We are 
building on rock.” That optimism partly re- 
flects the unusual nature of rbs’s demise. 

Historical grievances 

Many bank failures were farcical: the 
bosses were revealed as clueless figure- 
heads unaware that somewhere in their 
firms masters of the universe were playing 
with financial hand grenades. A few banks 
turned out to have business models that 
were totally unviable except during a cred- 
it bubble, rbs was different. Its top brass 
wore company ties and ran a tight ship. Its 
core businesses were good. Among the 
veterans there is gobsmacked astonish- 
ment that rbs, with its flinty culture, is 
mentioned in the same breath as Lehman 
Brothers. Indeed there is something un- 
nervingly purposive about rbs’s demise: 
far from being out of control, the firm 
made a calculated bet that went wrong. 


This is reflected in attitudes to Sir Fred 
north of the border. Edinburgh’s financial 
bigwigs ridicule the old top brass of hbos, 
Scotland’s other big bank, which was 
bought by Lloyds Group as part of a gov- 
ernment bail-out. No one calls Sir Fred an 
idiot. Words like genius, bully, dictator, au- 
tistic and superhuman are used. “I thought 
if there was one thing you could rely on it 
was him,” says an ex-colleague. Another 
says, “Fred had never failed until he 
failed.” Even the government’s spite seems 
largely contrived. As late as 2008 Sir Fred 
and his wife were guests at the prime min- 
ister’s country house, official records show. 

The focus on Sir Fred is itself a distor- 
tion. The main cause of rbs’s failure was 
its policy of aggressive balance-sheet man- 
agement. The bank entered the crisis with 
a core capital ratio of some 4%, about what 
is now seen as permissible after a crisis but 
not before. High leverage was a long-stand- 
ing strategy. In the first half of the 1980s 
both rbs and Bank of Scotland (the prede- 
cessor of hbos) were almost bought by 
English banks. Both responded by hiring 
entrepreneurial managers and expanding 
in England and abroad. With a tiny home 
market, says a former executive, they had 
to “stretch every pound” of capital and run 
with fewer deposits than was comfortable. 
Even then both banks remained takeover 
candidates. Salvation came in 1999, when 
both bid for NatWest, a much bigger Eng- 
lish lender, rbs won. As consolation Bank 
of Scotland combined with Halifax, an- 
other English bank, to become hbos. 

The lessons of NatWest run deep at 
rbs. The deal was a triumph, but meant 
running down capital to dangerously low 
levels and rebuilding it with cost cuts ►► 
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► yielded by the merger. This would later 
form the template for abn. It also embold- 
ened rbs’s relatively primitive view of fi- 
nancial performance, with a focus on the 
bottom line, not safety. Mr Hester views 
this legacy as pernicious and points to the 
concentrations of risky loans on rbs’s 
books as evidence of deeper problems 
than boardroom errors about capital ra- 
tios. At the end of 2008 rbs had, for exam- 
ple, £97 billion of commercial-property 
loans, almost twice as much as Barclays. 

Dutch disease 

It is possible now to find fault with lots of 
other things at rbs, from micromanage- 
ment (Sir Fred chose all the carpets, appar- 
ently) to poor financial reporting and 
sponsorship of sport. Yet it might, just, 
have survived had it not been for abn. 
Working out what proportion of losses 
came from abn has become controversial. 
Some former abn executives argue that 
rbs has allocated too many losses to its bit 
of the Dutch bank for presentational and 
operational reasons. Still, the public ac- 
counts of rbs’s subsidiaries indicate that if 
its share of abn is excluded it more or less 
broke even in the crucial period of 2008 
and the first half of 2009. rbs did make 
large trading losses in Britain and America, 
but these were largely offset by other oper- 
ations. Nor did rbs’s funding before abn 
preordain nationalisation: in mid-2007 its 
absolute level of debt and interbank bor- 
rowing was similar to that of Barclays, the 
only big British domestic bank to avoid a 
state capital injection. What pushed rbs 
over the brink was ABN-and not the deal’s 
mediocre logic or crazy valuation, but rath- 
er the losses within the Dutch bank and 
the strain it put on funding. 

Why did rbs bid for abn? One former 
colleague thinks Sir Fred was ready to 



Screamingly obvious? Not to Goodwin 


leave rbs and needed a new lease of life. 
Yet according to Jeroen Smit, a Dutch jour- 
nalist, Sir Fred and Rijkman Groenink, 
abn’s boss, first discussed a combination 
in February 2005. In its first incarnation in 
early 2007 the consortium’s deal had some 
logic, rbs’s bits of abn would bulk up its 
second-tier investment bank and expand 
its limited retail presence in America. San- 
tander, one of its partners, got Brazil and It- 
aly; Fortis, the other, took the Dutch and 
Belgian business. In August 2007, 95% of 
voting rbs shareholders (representing 61% 
of its capital) backed the deal. Most execu- 
tives were gung-ho. “We’d [already] built 
this incredible thing and were incredibly 
proud,” says one. When Sir Fred formed a 
consortium for abn, “it was like a rabbit 
out of a hat.” 

Much has been made of the vegetative 
state of British bank boards. But rbs’s was 
bullish. Its chairman since 2006, Sir Tom 
McKillop, was “not a meek guy”, says a for- 
mer director. As boss of AstraZeneca, a 
pharmaceuticals firm, he had keenly 
pushed new drugs, not always successful- 
ly. At rbs the psychology of the underdog 
had been replaced with fear of share-price 
underperformance. The director says that 
the bank’s board had become obsessed 
with the low rating of its shares, even 
“frankly” discussing if Sir Fred was to 
blame. It chose to up the ante. “The board 
as a whole from 2006 onwards wanted us 
to go further and faster.” 

By the time Barclays, a rival bidder for 
abn, withdrew on October 5th 2007 it was 
already, to use a favourite phrase of Sir 
Fred’s, “screamingly obvious” that the deal 
was mediocre at best. Financial markets 
were choppy and rbs was acquiring only 
abn’s more cyclical investment bank (by 
then the Dutch bank had sold its American 
retail arm to Bank of America). Why didn’t 
rbs withdraw? Because the bid was con- 
tested it had been allowed only limited ac- 
cess to abn’s books, back in May. abn had, 
though, issued an upbeat trading state- 
ment on September 17th and, insiders say, 
the market disruption was not yet severe 
enough to invoke the deal’s “material ad- 
verse change” clause. Sir Fred’s stubborn- 
ness played a part, too. “He would argue 
black is white,” says a former colleague. Yet 
in truth abn did not seem big enough to 
break the bank. Measured by risk-adjusted 
assets, it would represent 11% of a newly 
enlarged, £500 billion firm. 

Just how false that impression was is 
now clear. Depending on which set of sub- 
sidiary accounts you use, in 2008 and the 
first half of 2009 abn accounted for 75- 
144% of the combined group’s operating 
losses and 47-50% of its loan impairments 
and gross writedowns from credit and 
trading activities. Particular damage was 
done by abn’s exposure to collateralised 
debt obligations (cdos) and monoline in- 
surers. Although abn accounts for only 
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Hester has little time for old ties 


about a quarter of the rbs assets covered 
by the British government insurance 
scheme, realised losses on these assets are 
heavily concentrated in those two catego- 
ries. All this was compounded by the com- 
plicated consortium structure. During the 
takeover battle abn had sold its American 
bank, LaSalle, for the equivalent of £8 bil- 
lion. In theory that capital belonged to rbs; 
in practice, says a former executive at the 
combined group, “the money got stuck”. 
The Dutch regulator, worried about the un- 
folding disaster, refused to let it be passed 
quickly to the Scots. That roughly doubled 
the capital rbs had tied up in abn. 

Why did rbs’s bit of abn lose so much 
money? It may reflect arbitrary accounting 
allocations after the event. Even so, there is 
little question that abn’s investment bank 
was a weak business. A former abn credit 
officer who left before 2007 says its risk 
systems and communication lines were a 
“complete clusterfuck”. The Dutch bank 
had struggled to prepare for Basel 2, the 
new capital standard; last November rbs 
said that implementing it would roughly 
double capital requirements at its bit of 
abn, an abnormally high increase. Some- 
one involved in Barclays’ aborted bid says 
the Dutch bank “had raided every cookie 
in the jar” to boost its earnings, having 
been under threat of takeover for two 
years. Few people think abn went berserk 
on risk during the takeover battle, but there 
is evidence it was slow to put the brakes on 
risky activities. For example, 79% of its su- 
per-senior cdo exposures at the end of 
2007 seem to have been originated that 
year. Only 7% of rbs’s were, abn’s largest 
sour corporate loan was made to a com- 
pany that endured a buy-out that year. 

But rbs’s predicament may also have 
led it to gamble for redemption. According 
to a former abn executive, in late 2007 ►► 
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► rbs, desperate for profit and capital, insist- 
ed abn’s risky credit trading positions be 
kept open— and some be increased, “rbs 
decided to take a massive punt,” he says. 
This paid off in early 2008, when credit 
markets bounced, but after they slumped 
again in early spring rbs “took a blood- 
bath”. rbs also refused to close down 
abn’s exposure to monoline insurers. The 
Scots had “a year and did nothing”. 

The failure to cut abn’s risky positions 
was rbs’s key mistake. Some veterans ar- 
gue that this reflected Sir Fred’s relative dis- 
engagement from investment banking: he 
preferred to walk call-centre floors, not 
trading floors. Others claim he was closely 
engaged. One says “he knew his num- 
bers”, but chose to run with high risk lev- 
els. In any case, a sense of chaos quickly 
engulfed rbs. In early 2008, a few weeks 
after giving an upbeat outlook and raising 
its dividend, rbs launched a jumbo rights 
issue. Even that only got its core capital ra- 
tio to 6%, with most losses to come. 

The purchase of abn widened rbs’s 
dependence on wholesale funding just as 
it was drying up. From about £230 billion 
of debt and interbank borrowing in 
mid-2007, rbs had £524 billion by the end 
of that year. There was a “drip, drip” as 
counterparties cut their exposure to the 
combined firm, says one executive. Within 
months Bear Stearns, then Lehman, then 
hbos were in trouble; rbs was next. Ac- 
cording to two directors on the board then, 
in the week before its bail-out in October 
2008, rbs did not suffer an outright run, 
but its counterparties were typically only 
prepared to lend to it overnight. Confi- 
dence had evaporated. 

The Hesterminator 

Mr Hester has been in the post for a year 
and a half since he was plucked from Brit- 
ish Land, a property firm. His family are in 
England. He hasn’t rented or bought a 
place in Edinburgh. He says the journey 
north isn’t as bad as his commute to New 
York when he was chief financial officer of 
Credit Suisse First Boston. He knows the 
detail back to front. He is polite to politi- 
cians but not obsequious. He’s tough. He 
doesn’t wear an rbs tie. He is, in short, ex- 
actly what the bank needs right now. 

rbs failed not because it was a bad firm, 
but because it had too little capital and 
then bought abn. Mr Hester says the core 
operations are strong enough that you can 
“abuse them a lot and still bring the bank 
back to health.” Reversing the first mis- 
take-capital levels-has been the priority, 
with the bail-out package finally agreed at 
the end of last year. The government owns 
£20 billion of common shares and £25.5 bil- 
lion of convertible stock, giving it a 70% 
voting stake today, which could rise to 84% 
(although it has said it will cap its votes at 
75%). The state has also £282 billion of as- 
sets from tail risks and has promised to buy 


£8 billion more shares if rbs’s core capital 
ratio drops below 5% again. 

That is unlikely. The insurance package 
has taken rbs’s core capital ratio to u%, one 
of the highest of any big bank. Mr Hester 
reckons the “cultural guts of the company" 
are fine, but says that the most senior 50- 
100 managers have been culled or re-edu- 
cated about acceptable degrees of safety. 
That includes tackling rbs’s excessive con- 
centrations of loans and long-standing fas- 
cination with absolute profits, not risk-ad- 
justed returns. 

Reversing the second mistake, abn, 
will take longer. Mr Hester has used the 
same mechanism as Citigroup, creating a 
non-core division into which the nastiest 
assets are dumped and wound down. It 
holds about a third of rbs’s risk-adjusted 
assets, mostly from the combined invest- 
ment bank (abn’s share is not clear). The 
farther flung abn offices in Asia are being 
sold. European competition authorities 
have demanded further disposals as a con- 
dition of state aid, to Mr Hester’s frustra- 
tion. Within three years rbs will have to 
sell its insurance unit, its commodities ac- 
tivities (some of which JPMorgan bought 
on February 16th), its credit-card payments 
business and some branches in England. 

The plan is that by 2011 the bank will be 
smaller, leaner and in profit. That should 
help improve the political “atmospherics”, 
says Mr Hester, who has waived his bonus 
for 2009. He is also upbeat about improv- 
ing efficiency levels. None of the core busi- 
nesses “had been managed to the top quar- 
tile of performance”. Core rbs has a 
powerful position in retail and commer- 
cial banking in Britain (comprising about 
40% of risk-adjusted assets), an investment 
bank that excels at foreign exchange and 
fixed income (about one-third) and a mid- 
dle-sized American retail operation that is 
strong in several East Coast states. Like his 
predecessors until 2006, Mr Hester argues 
high market shares in specific products, 
not overall size, matter. 

Yet rbs will be one giant strategic ques- 
tion-mark by 2011. In a sense this is the 


same dilemma Sir Fred grappled with. All 
its main markets will be mature. Its core 
business is 16th in the world by risk-adjust- 
ed assets now and will slip lower as other 
firms grow. Its investment bank ranks 
about tenth by revenues. Its American op- 
eration is, by assets, one-tenth of the size of 
the country’s four mega-banks. Had it not 
fallen into the government’s arms rbs 
would almost certainly be expanding its 
investment bank and its foreign opera- 
tions. abn was a spectacularly cack-hand- 
ed attempt at this. Other British banks, no- 
tably Barclays, have been more successful. 

With the state as a majority share- 
holder, it will be far harder for Mr Hester to 
expand the core businesses. At some 
bailed-out banks, such as ubs, the govern- 
ment has already sold out at a profit. The 
state will be on rbs’s register for a long 
time. It breaks even on its investment at 
5op per share. That is well above this 
week’s share price of 35‘4op and where an- 
alysts expect underlying book value to bot- 
tom out. Nor will rbs generate anything 
like enough capital from profits to repur- 
chase the government stock, as is the plan 
at other firms, such as Belgium’s kbc. 

If Mr Hester gets rbs’s bad debts under 
control quicker than expected and wrings 
out more costs, the share price will recover 
enough to allow the state’s stake to be 
shrunk below 50% and the strategic shack- 
les to be taken off the bank. If he does not, 
rbs will come under huge pressure to auc- 
tion some businesses to bring in cash, ei- 
ther to boost the share price or to buy back 
some government stock. Mr Hester, no as- 
set-stripper but no sentimentalist either, is 
aware of this. He says the government is 
“utterly indifferent” about whether rbs re- 
gains its badge as national champion. 

And what of the road to nowhere at 
headquarters? Perhaps the empty park- 
land will be sold to the golf course next 
door, which only has 12 holes. Maybe Sir 
Fred, who last year was rebuffed by the 
Royal and Ancient club at St Andrew’s, the 
Scottish establishment’s ultimate snub, 
will play there one day. ■ 
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The balance of economic power 

East or famine 


HONG KONG 

Asia’s economic weight in the world has risen, but by less than commonly assumed 


T HE idea that the world’s economic cen- 
tre of gravity is moving eastward is not 
new. But the global financial crisis, many 
argue, has given the shift in economic 
power from America and western Europe 
to Asia a big shove. Emerging Asia re- 
bounded from recession much faster than 
the developed world; its banking systems 
and debt dynamics (see next story) are 
much healthier. In 2009 China overtook 
Germany to become the world’s biggest 
exporter. On one measure it now looks 
likely to become the world’s biggest econ- 
omy within ten years. But just how far has 
power really tilted towards Asia? 

The region has certainly become more 
important to bankers and businessmen, 
accounting for a record share of many 
companies’ profits last year. Several senior 
executives have relocated to Asia, the latest 
being hsbc’s chief executive, Michael 
Geoghegan, who officially moved from 
London to Hong Kong on February 1st. 
Since 1995 Asia’s real gdp (even including 
less sprightly Japan) has grown more than 
twice as fast as that of America or western 
Europe. Morgan Stanley forecasts that it 
will grow by an average of 7% this year and 
next, compared with 3% for America and 
L2% for western Europe. 

Yet a closer look at the figures suggests 
that the shift in economic power from 



West to East can be exaggerated. Thanks 
partly to falling currencies, Asia’s total 
share of world gdp (in nominal terms at 
market exchange rates) has actually 
slipped, from 29% in 1995 to 27% last year 
(see chart 1). In 2009 Asia’s total gdp ex- 
ceeded America’s but was still slightly 
smaller than western Europe’s (although it 
could overtake the latter this year). To put it 
another way, the output of the rich West is 
still almost twice as big as that of the East. 

As for the popular belief that Asian pro- 
ducers are grabbing an ever-larger slice of 
exports, the region’s 31% share of world ex- 
ports last year was not much higher than 
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in 1995 (28%) and remains smaller than 
western Europe’s. Indeed, the shift to- 
wards Asia appears to have slowed, not 
quickened. Its share of world output and 
exports surged during the 1980s and early 
1990s. Although China’s share has grown 
since then, this has been largely offset by 
the decline in Japan, whose share of out- 
put and exports has halved. 

What about Asia’s financial muscle? 
Asian stockmarkets account for 34% of glo- 
bal market capitalisation, ahead of both 
America (33%) and Europe (27%). Asian 
central banks also hold two-thirds of all 
foreign-exchange reserves. That sounds 
impressive, but their influence over global 
financial markets is more modest, because 
official reserves account for only around 
5% of the world’s total stash of financial as- 
sets. The bulk of private-sector wealth still 
lies in the West. The fact that Asian curren- 
cies make up only 3% of total foreign-ex- 
change reserves indicates how far Asia still 
lags in financial matters. 

The “rise of Asia” is no myth, however. 
gdp figures converted at market exchange 
rates understate Asia’s real expansion. 
Many currencies tumbled during the 
Asian financial crisis in the late 1990s, 
slashing the dollar value of their econo- 
mies. Japan’s nominal gdp has been 
squeezed by deflation. More importantly, 
prices of many domestic products, from 
housing to haircuts, are always cheaper in 
low-income countries, implying that 
households’ real spending power is bigger. 

If gdp is instead measured at purchas- 
ing-power parity (ppp) to take account of 
these lower prices, Asia’s share of the 
world economy has risen more steadily, 
from 18% in 1980 to 27% in 1995 and 34% in 
2009. By this gauge, Asia’s economy will ►► 
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► probably exceed the combined sum of 
America’s and Europe’s within four years. 
In ppp terms, three of the world’s four big- 
gest economies (China, Japan and India) 
are already in Asia, and Asia has account- 
ed for half of the world’s gdp growth over 
the past decade. 

Some economists claim that ppp mea- 
sures exaggerate Asia’s economic clout. 
What really matters to Western firms is 
consumer spending in plain dollar terms. 
Although over three-fifths of the world’s 
population live in Asia, they only account 
for just over one-fifth of global private con- 
sumption, much less than America’s 30% 
share. But official figures almost certainly 
understate consumer spending in emerg- 
ing Asia, because of the poor statistical 
coverage of spending on services. Figures 
from the Economist Intelligence Unit, a sis- 
ter company of The Economist , suggest that 
Asia accounts for around one-third of 
world retail sales. Asia is now the biggest 
market for many products, accounting for 
35% of all car sales last year and 43% of mo- 
bile phones. Asia guzzles 35% of the 
world’s energy, up from 26% in 1995. It has 
accounted for two-thirds of the increase in 
world energy demand since 2000. 

Many Western firms are more interest- 
ed in Asia’s capital spending than its con- 
sumption, and here Asia is undoubtedly 
the giant. In 2009, 40% of global invest- 
ment (at market exchange rates) took place 
in Asia, as much as in America and Europe 
combined. In finance, Asian firms 
launched eight of the ten biggest initial 
public offerings (ipos) in 2009 and more 
than twice as much capital was raised 
through ipos in China and Hong Kong last 
year as in America. 

Winston Churchill once said: “The lon- 
ger you can look back, the farther you can 
look forward.” The new economic order is 
in fact a resurgence of a very old one. Asia 
accounted for over half of world output for 
18 of the past 20 centuries (see chart 2). And 
its importance will only increase in the 
coming years. Rich countries’ growth rates 
are likely to be squeezed over the next de- 
cade as huge household debts dampen 
spending, and soaring government debt 
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and higher taxes blunt incentives to work 
and invest. In contrast, growth in emerging 
Asia (almost four-fifths of the region’s total 
output) is likely to remain strong. Robust 
growth should also give governments in 
emerging Asian economies the confidence 
to let their currencies rise, which would 
further boost the relative size of their econ- 
omies in dollar terms. 

By 2020 Asia could well produce half of 
some big Western multinationals’ sales 
and profits, up from a typical proportion of 
20-25% today. Asian staff eagerly await the 
day when they can fix the times for inter- 
national conference calls, so Europeans 
and Americans have to put up with after- 
midnight discussions with the Beijing of- 
fice. That may be the best test of whether 
economic power has really shifted east. ■ 


Emerging-market sovereign debt 

Risk redefined 


HONG KONG 

The new problem with Asian sovereign 
debt— scarcity 

E LEVEN months ago Indonesia’s govern- 
ment paid almost 12% to raise long-term 
money on the international capital mar- 
kets, while America was financing its own 
debt for less than 3%. By early January the 
rate on America’s debt had climbed a bit, 
but Indonesia’s financing costs had 
plunged to a shade under 6%. 

This remarkable shift in financing costs 
is not unique to Indonesia. The Philippine 
government issued a dollar-based bond in 
January carrying an interest rate of 5.7%. A 
year earlier, its outstanding bonds carried 
an effective rate of 8.4%. Malaysia and 
South Korea are also rumoured to be in the 
market for debt, and in sharp contrast to 
some rich-world issues, the buyers are like- 
ly to be at least as eager as the sellers. 

Nor is investor enthusiasm confined to 
Asia. Yields on emerging-market sovereign 
debt globally are approaching all-time 
lows (see chart). According to Fernando 
Garrido, who co-ordinates public-debt op- 
erations at Brazil’s Treasury, the past three 
auctions of ten-year bonds have attracted 
record demand. Foreign ownership of Bra- 
zil’s domestic bonds reached its highest- 
ever level in January, he says. 

A large part of emerging markets’ ap- 
peal lies in the structure of countries’ bal- 
ance-sheets. In Asia, a combination of debt 
forgiveness, fast growth and restraint in 
government spending has helped the 
debt-to-GDP ratio contract sharply in al- 
most every country since 2001. According 
to Standard & Poor’s (s 8 jp), a ratings agency, 
Indonesian public debt has dropped from 
65% of gdp in 2001 to less than 30% now. 


There are exceptions to this rosy pic- 
ture, the obvious one being Asia’s most de- 
veloped market, Japan, whose gross public 
debt is almost 200% of gdp. Malaysia and 
Vietnam have seen rising debt stocks, too. 
In neither case is their debt-to-GDP ratio 
particularly high-less than 50% for Malay- 
sia and below 30% for Vietnam-but any 
increase in this ratio could prompt a re- 
evaluation, particularly for Vietnam, 
which also suffers from high inflation and 
a weak banking sector. 

Still, it is hard to underestimate the ap- 
peal of expanding economies, particularly 
in the current environment. That has 
prompted a scramble for Asian securities, 
revealing another large shift to have taken 
place over the past decade. Since the 
1997-98 Asian financial crisis, when falling 
currencies made it much more expensive 
to pay off foreign creditors, many emerg- 
ing markets have been careful to raise 
funds for sovereign debt locally. The 
amounts they raise on global capital mar- 
kets are pretty trivial: less than 2% of South 
Korean and Singaporean government debt 
is denominated in foreign currency, for ex- 
ample. “The impact of that scarcity is sub- 
stantial,” says Ronan McCullough, head of 
debt syndication for Asia at Morgan Stan- 
ley, an investment bank. Unlike European 
and American sovereign debt, which is all 
too available, Asian debt commands fa- 
vourable prices in part because it is rare. 

It is possible for outside investors to buy 
Asian debt locally, but it is not easy. Some 
countries apply withholding taxes. There 
is little liquidity. And buying sovereign 
debt locally inevitably means taking on 
currency risk. There are, however, com- 
pensating factors. Yields on sovereign debt 
issued within Indonesia, the Philippines 
and other Asian countries are significantly 
higher than yields on dollar-based bonds. 
Governments are willing to bear these 
higher costs to avoid the kind of dumping 
and capital flight that took place during the 
Asian crisis, but it is curious that local in- 
vestors require more compensation than 
international investors. Perhaps their 
closeness to the market gives them an in- 
sight international punters lack? ■ 
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Secondary buy-outs 

Circular logic 


Private-equity companies look to each 
other to solve their problems 

I F YOU are looking for a way out, don’t 
forget the way you came in. For private- 
equity firms that want to sell portfolio 
companies, there are three big exit routes: 
an initial public offering (ipo), a sale to a 
trade buyer, or a sale to another private- 
equity firm (also known as a “secondary 
buy-out”). Market volatility has led priv- 
ate-equity firms to cancel several ipos this 
year, among them New Look and Matalan, 
two British retailers, and Travelport, an 
American travel company. Sales to trade 
buyers continue to tick over. But the real ac- 
tivity has been in the secondary market. 

According to Preqin, a research firm, 
there have been $3.9 billion-worth of sec- 
ondary buy-outs so far in 2010, compared 
with $5.9 billion in all of 2009. To date, the 
biggest deal of 2010 is a secondary buy-out, 
Bridgepoint’s sale of Pets at Home, a British 
pet-shop chain, to Kohlberg Kravis Roberts 
for £955m ($1.5 billion). On February 23rd 3i 
added to the list by agreeing to sell Ambea, 
a Scandinavian health-care firm, to Triton 
for €85om ($1.2 billion). 

Secondary buy-outs are a neat solution 
to two of the industry’s big headaches. 
Sellers need to demonstrate decent returns 
to investors, especially if they are planning 
new fund-raising rounds. Buyers are under 
pressure to invest their capital after lack- 
lustre activity over the past two years. Ear- 
lier this month, for example, bc Partners 
fought off Lion Capital and Bridgepoint to 
buy Spotless, a French household-pro- 
ducts company, from axa Private Equity. A 
year ago its €5.9 billion, 2005 vintage fund 
was said to be only 50% invested. At least 
two-thirds of its capital typically needs to 
be invested in the first five years of a fund’s 
life. The Spotless deal allowed bc Partners 
to invest nearly €30om in equity. 

A private-equity house with lots of cap- 
ital left in its fund runs the risk of losing out 
on future commitments, as investors 
doubt its ability to put their money to good 
use. Any capital not invested is returned to 
the fund investors and the buy-out house 
forgoes management fees on the uninvest- 
ed capital. This pressure to invest is particu- 
larly great for megafunds that are sitting on 
billions of dollars raised before the finan- 
cial crisis. Their dry powder may explain 
why European secondary buy-outs have 


Correction: The default rates in chart 3 of our special 
report on financial risk ('The gods strike back", February 
13th) were for asset-backed securities, not CDOs made up 
of those instruments. Sorry. 



Private-equity owner? 


pulled in more than four times as much as 
trade sales in the past month, and why 
their average price-tags are higher. Accord- 
ing to mergermarket, a research firm, the 
average value of European secondary buy- 
outs over the past six months has been 
€i67m, compared with an average value of 
€ii4m for trade deals. 

Raising finance for secondary deals is 
easier, too, since companies have already 
been pored over by lenders. “There is argu- 
ably less risk involved if the banks are al- 
ready familiar with the asset; they are 
more willing to keep lending if there has 
been no bad news,” says Sylvain Berger- 
Duquene of Montagu Private Equity. 

How well investors are being served by 
secondary buy-outs is less clear. “Fund in- 
vestors are not always impressed if their 
money is reinvested in the same asset 
through a different one of their funds,” 
points out Chris Masek, managing partner 
of ik Investment Partners. Far from coerc- 
ing private-equity houses to sell rashly and 
make modest returns, some fund investors 
have even been trying to negotiate longer 
holding periods. Buyers are just as vulner- 
able to getting the price wrong. True, Provi- 
dence Equity Partners opted on February 
23rd for an ipo of Kabel Deutschland, a 
German cable-television firm, after bids 
from private-equity suitors disappointed. 
But the risk of overpayment in a secondary 
buy-out is great. Once a business has been 
spruced up by one owner, there should be 
less value to be created by the next. ■ 


Interest-rate risk 

Surf’s up 


NEWYORK 

Banks’ next big problem appears on the 
horizon 

H OWARD ATKINS, the chief financial 
officer of Wells Fargo, a big American 
bank, recently said that he does not lose 
sleep worrying about interest-rate risk. But 
then, he joked, his job is so tough that it 
leaves him only one hour a night to nap. 

Regulators, too, are getting restless. Last 
month a group of American agencies 
warned that banks need to sharpen up 
their management of interest-rate risk in 
readiness for a rise in short-term rates, 
which were cut to close to zero at the height 
of the crisis and remain there. They urged 
banks to plug a sudden rise of up to four 
percentage points into their stress tests. 

Nobody expects anything quite so dra- 
matic. The Federal Reserve still talks of 
keeping rates extraordinarily low for an 
“extended period”, a message reiterated by 
Ben Bernanke, the Fed’s chairman, in testi- 
mony to Congress on February 24th. Eu- 
rope’s central banks are likely to follow 
America, not lead. But the surprise in- 
crease in the Fed’s “discount” rate for emer- 
gency loans to banks on February 18th, 
from 0.5% to 0.75%, has energised those 
who fret that rising interest rates may be 
banks’ next big problem. 

The drastic rate cuts of 2007-08 greatly 
steepened the “yield curve”, the difference 
between short- and long-term rates (see 
chart). Banks have flocked to “surf the 
curve”, borrowing cheap, short-term 
funds and investing them in higher-yield- 
ing, longer-dated assets. This helped re- 
build profits, but when short-term rates 
rise, banks may face a double whammy of 
dearer funding and less profitable assets. 

Other factors could put upward pres- 
sure on banks’ funding costs even if mone- 
tary policy remains inactive. One is the in- 
creased competition for loans from ►► 

I Curve balls 
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► governments as budget deficits balloon. 
Another is demand for funds from banks 
themselves, given how much debt they 
have to roll over in the next two years. 

Analysts are busy trying to work out 
which banks will suffer from higher inter- 
est rates and which will benefit. “Asset- 
sensitive” firms, whose assets are of shor- 
ter duration than their liabilities and there- 
fore reprice faster, tend to do well when 
rates rise. “Liability-sensitive” banks are 
more exposed to rising funding costs and 
see their margins squeezed. 

Among big banks the picture is mixed. 
A 0.5 percentage-point rise in rates would 


cost Citigroup $77im in annual net interest 
income, reckons CreditSights, a research 
firm. Wells Fargo would gain by a similar 
amount. On a recent conference call, Mr 
Atkins said he is resisting the easy short- 
term profits from investing in long-term as- 
sets today in the hope of making a bigger 
killing when interest rates rise. The out- 
look for small banks is bleaker. Many have 
switched out of construction loans to lon- 
ger-term mortgages, reducing their credit 
risk but increasing their interest-rate expo- 
sure because they are less able to reprice 
assets in line with funding costs. 

Even those banks that are asset-sensi- 


tive must be careful. As rates rise, deposi- 
tors will look for alternative investments, 
leaving them needing to find pricier re- 
placement funding. “Banks are never as as- 
set-sensitive as they think they are,” says 
Jason Goldberg of Barclays Capital. 

Banks that are alert to the problem of 
interest-rate risk can also be surprised by 
the effects of changes in monetary policy. 
When a central bank begins to raise over- 
night rates, the yield curve generally flat- 
tens. In 1994, however, long rates rose by 
more than short rates for a while, clobber- 
ing investors who had positioned them- 
selves wrongly. 


Buttonwood 
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For investors, much depends on when you put your money in 

I T IS all too easy, given today’s 24-hour 
news cycle, to become obsessed with 
short-term movements in financial mar- 
kets. But investors must learn to focus on 
the long term. 

The final return of an equity investor 
is highly dependent on when he starts to 
put money in. In real (inflation-adjusted) 
terms, British equity prices reached peaks 
in 1906, 1936, 1968 and 1999, according to 
the Barclays Capital Equity-Gilt study. The 
regularity of the intervals between these 
summits is remarkable and will undoubt- 
edly encourage believers in “long wave” 
theories (Wall Street’s peaks, in real terms, 
occurred in 1928, 1968 and 1999). The pat- 
terns suggest that each generation discov- 
ers a passion for equity investment that is 
followed by disappointment. 

Strikingly, the recent year-end trough 
in this inflation-adjusted index, in 2008, 
was only fractionally higher than the 
peak in 1968. Investors had made no capi- 
tal gains in real terms over 40 years al- 
though, of course, they had enjoyed the 
benefits of a dividend income throughout 
this period. But this long drought was far 
from unique. At the British economy’s na- 
dir of 1974, the era of the three-day week, 
equities traded for just 30% of their real 
value at the end of the 19th century. 

When markets are booming, however, 
commentators tend to look back at the 
performance of stocks and extrapolate an 
even rosier future. In 1929 John Raskob, a 
director of General Motors, wrote an arti- 
cle in the Ladies’ Home Journal entitled 
“Everybody Ought to Be Rich”. Mr Raskob 
calculated that an investment of just $15 a 
month would, with dividends reinvested, 
grow into $80,000 after 20 years. 

In the mid-1990s Jeremy Siegel of the 
Wharton School produced “Stocks for the 
Long Run”, an impressive work of schol- 
arship showing that American equities 
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had outperformed other asset classes over 
all 20-year periods. This insight was ex- 
trapolated by James Glassman and Kevin 
Hassett into a book called “Dow 36,000”, 
based on the idea that equities should 
trade at much higher valuations given that 
they were no more risky than bonds for 
long-term investors. 

In the event, the “noughties” decade 
produced average real returns (including 
income) of -2.2% a year from American eq- 
uities and -1.2% a year from British shares. 
Over the 20 years to the end of 2009 Amer- 
ican equities barely beat government 
bonds, and British shares lagged gilts. 

Of course, it was the belief in ever-ris- 
ing share prices that pushed stockmarket 
valuations to absurd levels and thus en- 
sured subsequent underperformance. A 
similar process happened in Japan in the 
1980s. Share prices in Tokyo are still trading 
at only a quarter of their 1989 peak levels. 

The obvious parallel is with house 
prices. Analysts were convinced that 
American house prices might suffer re- 
gional busts but would not fall at the na- 
tional level. The idea of housing as a one- 
way bet fuelled the boom in subprime 
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lending and pushed prices up to a peak 
from which they could only fall. Robert 
Shiller of Yale University has pointed out 
that, in real terms, an index of American 
house prices rose from 100 in 1890 to 110 
by the end of the 20th century. By the end 
of 2006, at the top of the housing boom, 
the index had reached 199. 

Are these preferences for asset classes 
driven by some underlying factor, rather 
as John Maynard Keynes argued that 
practical men were often slaves to the 
writings of some “defunct economist”? 
Tim Bond of Barclays Capital argues that 
demography may be to blame. The key 
“saving age” is the cohort of 35-54 year- 
olds. As they prepare for retirement, they 
pile into the asset class dujour. Mr Bond 
shows that since the second world war 
there has been a close correlation be- 
tween American equity valuations and 
the proportion of 35-54 year-olds in the 
population. That the “noughties” proved 
to be a dismal decade for equities was 
hardly surprising. The number of retirees 
(who run down their portfolios) was ris- 
ing rJative to the number of savers. 

The bad news is that the demographic 
maths imply that equity valuations will 
continue to fall until the middle of this de- 
cade. The news is even worse for govern- 
ment bonds. A similar model suggests 
that yields in both America and Britain 
are heading for 10% by 2020. 

So demography drives investment 
fashion, and fashion determines valua- 
tions. In turn the long-term return is cru- 
cially dependent on the starting valua- 
tion. American equities now offer a 
dividend yield of just 2%, less than half 
the long-term average. Investors should 
remember that salutary statistic whenev- 
er they are tempted to get too bullish. 
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► The outlook for market rates is even 
more uncertain now because massive li- 
quidity support has taken economies into 
uncharted waters. After amassing over $i 
trillion of mortgage securities, the Fed will 
stop buying them at the end of March. 
Some think mortgage rates will leap by a 
full percentage point as a result, making life 
more difficult for borrowers. Others dis- 
agree. All worry that the eventual sale of 
these securities could wreak havoc. 

Most banks would still place interest- 
rate risk some way down their list of priori- 
ties. Bad loans remain their top worry, un- 
derlined by news this week that the num- 
ber of banks on the Federal Deposit 
Insurance Corporation’s “problem” list 
had jumped to 702, its highest level in 17 
years. A sharper-than-expected fall in con- 
sumer confidence reinforced the chances 
that rates will be left on the floor for many 
more months. But when they do rise, they 
will trip up more than a few banks. ■ 


Short-selling rules 


Shackling the scapegoats 

NEWYORK 

American regulators approve long-awaited restrictions on short-selling 


Chinese banks 

Hole sale 


Capital calls by Chinese financial 
institutions elicit questions 

T FIE bill for China’s bank-lending spree 
is coming due. An announcement on 
February 23rd by China’s fifth-largest lend- 
er, the Bank of Communications (BoCom), 
of a 42 billion yuan ($6.15 billion) rights of- 
fering, created a stir in Asian financial mar- 
kets-not because it was unexpected, but 
because it represents the biggest fund-rais- 
ing effort by a mainland company since 
the heady days of 2007. 

The move follows similar announce- 
ments by two other Chinese financial in- 
stitutions, the Bank of China and China 
Merchants Bank. Smaller institutions have 
also been busily raising money, either 
through initial public offerings or direct 
placements to state-owned industrial com- 
panies. All told, some 200 billion-250 bil- 
lion yuan has been raised in the past six 
months, according to Bill Stacey, an analyst 
with Aviate Global, a Hong Kong 
brokerage firm. 

At the very least the mon 
ey is needed to offset a mas 
sive lending boom last 
year. To augment stimu- 
lus spending by the cen- 
tral government, China’s 
state-controlled banks 
expanded their balance- 
sheets by one-third, or al- 
most 10 trillion yuan. An in 
crease in loans inevitably re- 
quires an increase in capital in 


T HE main cause of the financial crisis 
may have been reckless optimism, 
but the pessimists are hardly being 
hailed as heroes. When stockmarkets 
tumbled in 2008, short-sellers-those 
who borrow shares and sell them in the 
hope of buying them back later at a 
lower price, thereby profiting from a fall 
in their value-were cast as villains. 
Politicians have wanted to clip their 
wings ever since. On February 24th, after 
a year-long debate, America’s Securities 
and Exchange Commission (sec) re- 
sponded with fresh curbs on shorting. 

The restrictions will be triggered 
when a stock has fallen by 10% or more in 
one day. At that point, short-selling 
would be allowed only if the sale price is 
above the best available “bid” in the 
market. This provision could affect a fair 
number of shares-4% of the market on 
an average day, and much more in turbu- 
lent times, the commission calculates. 

The rule falls short of a full reintroduc- 
tion of the “uptick” rule that some had 
called for. That restriction, which was 
repealed in 2007 (just before the crisis 
erupted), covered all stocks, not just 
those under severe pressure, and allowed 
shorting of a share only when its last 
price move had been upward. 

Despite being a compromise, the new 
rule is controversial within the sec. Two 
of the five commissioners voted against 
it. One of the dissenters, Kathleen Casey, 
complained that the move was guided 
“less by empirical analysis and more by 


order to maintain prudent buffers. When 
expansion of credit occurs gradually, this 
can come from reinvested profits. When 
lending explodes as it did in China, fresh 
funds are a necessity. 

By raising money, BoCom’s core Tier-i 
capital ratio will jump from a barely ade- 
quate 8% to more than 10.4%. Believers in 
China’s banking system will say this not 
only fills the capital hole but 
creates room for yet more 
growth ahead. Sceptics 
will lean toward anoth- 
er conclusion, wonder- 
ing whether the capi- 
tal boost is an effort to 
get ahead of a mas- 
sive surge in bad debts 
that will emerge from 
the remarkable surge in 
credit last year. 

There is no hard evi- 
dence yet for this concern. 



public relations” and that “we should 
resist the urge to act merely to say we 
have acted.” Some will see this as a refer- 
ence to the huge political pressure the 
commission has faced to crack down on 
short-sellers, while others will see it as a 
dig at Mary Schapiro, the commission’s 
newish chairman. Ms Schapiro has spent 
her first year in the j ob trying to rush 
through a bunch of new initiatives to 
counter criticism that the sec lacks spine. 

There are reasons to doubt that the 
new rule will be effective. Studies suggest 
that temporary bans on the shorting of 
financial shares in late 2008 had little if 
any impact. More worryingly, curbing 
shorts could harm the market integrity 
and efficiency that Ms Schapiro claims to 
want to promote. Short-sellers increase 
market liquidity. They also play a crucial 
role in fingering firms with dodgy fi- 
nances-think Enron or Lehman. Manip- 
ulative shorting (for instance, by borrow- 
ing non-existent shares) is different, but 
the sec has already outlawed that. 

Awkward compromises are the order 
of the day in financial reform, however. 

A bigger example is the mega-bill that is 
currently grinding its way through the 
Senate. Having already seen its cherished 
consumer financial-protection agency 
come under fire, the White House now 
reportedly faces the prospect that its 
proposed ban on proprietary trading (the 
“Volcker rule”) will be watered down, 
too. Short-sellers are not the only ones 
who are getting squeezed. 


Quite the opposite. Ratios tied to non-per- 
forming loans held by Chinese banks have 
been improving. But that is arguably a 
worry in itself: turbocharged credit cre- 
ation rarely, if ever, comes without a cost. 
Anecdotal reports abound that regulators 
are requiring banks to put aside reserves 
for as much as 200% of non-performing 
loans, an egregious amount unless the un- 
derlying accounts are suspect. 

Such opacity in book-keeping may 
have been common several years ago, say 
the system’s supporters, but is less feasible 
now because Chinese banks have been 
listed on exchanges, and so answer not 
only to the Chinese government but also 
to shareholders, who would not permit 
credit to be subject to political goals. Re- 
ports this week that Chinese banks have 
been told by their regulators to lend more 
to small businesses and less to the financ- 
ing arms of local governments suggests 
that the truth is rather different. ■ 
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Economics focus 


Low definition 


Ttustbusters want to put less emphasis on market definition when assessing mergers 



W HAT line of business are you in? It is hard for a lot of people 
to answer this question with a straight face. As tasks be- 
come more specialised and firms occupy ever-smaller market 
niches, job titles and business categories can sound comically ob- 
scure. It is a source of embarrassment for antitrust agencies, too. 
To assess whether there is a enough competition in a market, 
trustbusters must first decide what the market is. The results can 
be risible. For instance, Britain’s Office of Fair Trading (oft) said 
this month that the purchase of a job-lot of theatres by the Am- 
bassador Theatre Group did not raise competition concerns. The 
oft’s definition of the relevant market in this case (the “provi- 
sion of regional theatres for medium-scale national touring pro- 
ductions”) is unlikely to be found on anyone’s business card. 

Some economists doubt whether defining a market is useful 
at all when judging marriages between very specialist firms. The 
issue has a growing saliency because America’s trustbusters are 
currently rewriting the guidelines for “horizontal” mergers (tie- 
ups between firms that offer the same sorts of products). The up- 
date is partly an exercise in good housekeeping: the current 
guidelines were written in 1992 and do not reflect advances in 
economic theory and changes to actual practice since then. It is 
also an opportunity for American policymakers to shift the anal- 
ysis of mergers away from an obsession with “structure”-the 
size of the combined market share of merging firms-to focus in- 
stead on how big a constraint each firm is on the other’s pricing. 

The emphasis on structure in the current guidelines is a legacy 
from another era. Trustbusters used to worry most about the 
scope for firms making standardised products in concentrated 
markets to arrive at an unspoken agreement on prices. In princi- 
ple a merger in such a market supplied by, say, just five firms 
might harm competition. After the tie-up the four remaining 
firms would find it much easier to monitor the others’ prices than 
before. This could lead to a cosy arrangement where each firm is 
less inclined to compete on price. 

In practice, the conditions for such tacit collusion are quite 
rare. Incumbents would have to be safe from challenge by new 
entrants. They would also have to sell similar products at similar 
margins. Otherwise there is the temptation for the firm with the 
lowest costs, or the best products, to break ranks and steal market 


share from others. Because these conditions are so specific, trust- 
busters fret less and less about the “co-ordinated effects” of merg- 
ers and more about the “unilateral effects”-the loss of competi- 
tion between merging partners. 

The focus on market definition has nevertheless made it hard- 
er for trustbusters to stand in the way of some mergers. In June 
2007 America’s Federal Trade Commission (ftc) applied to the 
courts to stop the tie-up between Whole Foods and Wild Oats, 
two upmarket food retailers. At the time Whole Foods and Wild 
Oats had around 300 shops, a small fraction of the 34,000 super- 
markets across America. The ftc argued that the relevant market 
was “premium, natural and organic supermarkets”. The court 
thought that definition was much too narrow: didn’t less fancy 
outlets, such as Safeway, also sell organic food? It denied the 
ftc’s request. The appeals court later ruled that the two firms 
were far closer competitors with each other than with more hum- 
drum stores, but by then the merger had been consummated. 

The case highlights a flaw in using a market definition to frame 
a competition concern. The ftc’s narrow definition played up 
the likely effect on prices from the loss of that rivalry but ignored 
the more distant challenge from ordinary supermarkets. But de- 
fining the market broadly as “all supermarkets” would have exag- 
gerated the pressures faced by both firms. 

If market-share analysis can be a poor guide to the likely effect 
of mergers on prices, what might be put in its place? One sugges- 
tion* comes from Joseph Farrell and Carl Shapiro, two professors 
at the University of California, Berkeley, who happen also to be 
the chief economists at the ftc and the antitrust arm of the De- 
partment of Justice (doj) respectively. They advocate a measure 
of “upward pricing pressure” (upp) as a screen for judging the 
probable impact of a merger. 

Their gauge provides an estimate of the benefits of keeping 
the two merger candidates apart. These benefits depend on how 
many consumers switch between the two firms when one of 
them cuts prices (the diversion ratio). They also depend on how 
fat the profit margins are in the firm that loses custom, since that 
determines how much each consumer gains from switching. 
Multiplying the diversion ratio by the profit margin gives a mea- 
sure of the lost benefits of competition should the firms merge. If 
this benefit is greater than a plausible estimate of the efficiency 
savings from the merger, then it should be halted. 

Upp and away 

This sort of approach, which is already used by Britain’s oft, has 
its critics. One concern is that diversion ratios are hard to measure 
in practice: trustbusters sometimes have to rely on consumer sur- 
veys, which can be unreliable. Another fear is that the use of upp 
and the like will give trustbusters too much leeway to block merg- 
ers that might benefit consumers. A third worry is that the upp 
gauge ignores the effect of third parties who may be only slightly 
less close competitors to the merging firms than they are to each 
other. The market-share measure of competitive pressure also 
has all the advantages of incumbency: American legal prece- 
dents are built upon it and judges find it a useful check. But 
changes are needed and the horizontal-merger guidelines, the 
most cited antitrust document of all, are the best place to start. ■ 


* "Antitrust Evaluation of Horizontal Mergers: An Economic Alternative to Market 
Definition" by Joseph Farrell and Carl Shapiro, February 2010. 
http://faculty.haas.berkeley.edu/shapiro/alternative.pdf 
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Climate and combustion 

Fired up 


SAN DIEGO 

This year’s meeting of the American Association for the Advancement of Science 
looked at, among other things, fire, siestas, alien life and nuclear forensics 


C ALIFORNIA, though regarded by some 
as one of the more civilised parts of 
the world, is prey to wildfires. Last August, 
for example, a fire took hold to the north of 
Los Angeles. Over the course of almost 
two months it devoured 65,000 hectares 
(160,000 acres) of chaparral and forest, de- 
stroyed 89 houses and claimed the lives of 
two firefighters. Over the past few years 
other parts of the American west have 
burned in similar fashion. Australia, too, 
saw serious fires last year. The question on 
many people’s minds, therefore, is wheth- 
er such fires are becoming more common, 
and if they are, whether that is a result of 
climate change. 

To examine this question (and many 
others, in many fields of scientific endeav- 
our), the American Association for the Ad- 
vancement of Science (aaas) held its an- 
nual meeting this year in San Diego. On 
February 19th a session was devoted to the 
environmental role of fire. It brought to- 
gether palaeontologists and ecologists, as 
well as climate experts, because fire is a 
natural and useful part of both past and 
present ecosystems-a fact that human fire 
controllers have only reluctantly come to 
recognise in their zeal to snuff out any 


blaze as soon as possible. 

The role of small, frequent fires in clear- 
ing out the undergrowth so that larger, tree- 
destroying ones will not eventually take 
hold is now understood. But fire is 
good-or, at least, necessary-in other 
ways. Most notably, as Jon Keeley, an ecol- 
ogist at America’s Geological Survey, 
pointed out to the meeting, the seeds of be- 
tween 100 and 150 species of Californian 
wild flower germinate in response to 
smoke. They may sit dormant for hun- 
dreds of years waiting for a fire. When one 
has passed, they leap into action to blos- 
som in the clearing that the fire has created. 

Prometheus’s gift 

That fact alone-that species have adapted 
to fire and turned it to their advantage- 
shows that fire is a longstanding part of the 
natural environment. Just how longstand- 
ing can be seen in the rocks. Deposits of 
charcoal show that the chaparral-like 
shrub lands roamed by dinosaurs were 
periodically disturbed by fires. Fire also 
had a hand in the success of a recently 
evolved group of plants, the grasses. The 
spread of grass, starting roughly 10m years 
ago, was greatly aided by fires culling trees 


in areas that might, on the basis of their 
soils and ambient temperatures, have 
been expected to support woodlands. That 
is true even today. Fire is the grassland’s 
friend and the forest’s foe. 

Thomas Swetnam is a dendrochronolo- 
gist at the University of Arizona-in other 
words, he studies the recent past through 
the medium of tree rings. Some of those 
rings are in wood that has been preserved 
as charcoal. Others show evidence of car- 
bonisation in passing fires that the tree 
containing them has survived. Such “fire 
scars” in long-lived species like giant se- 
quoias allow him to estimate the past fre- 
quency of forest fires. Dr Swetnam’s work 
suggests that variations in temperature 
were well correlated with the frequency of 
fire during what climatologists call the me- 
dieval warm period, from 900 to 1300. 
More generally, he says, the incidence of 
large fires seems linked with warming 
trends and droughts in parts of Canada 
and the western United States, as well as 
Australia, Siberia and the Mediterranean. 

Meg Krawchuk of the University of Cal- 
ifornia, Berkeley, though, warned the 
meeting that such an analysis could be 
misleading if extrapolated planet-wide 
and into the present day. First, the evidence 
is not derived from a random global sam- 
ple (it tends to come from countries with a 
well-established scientific tradition). Sec- 
ond, it represents a period when patterns 
of rainfall could have been very different. 

In an attempt at a more systematic apprais- 
al of the global fire risk, Dr Krawchuk has 
been trying to build a model that explicitly 
includes all the factors that create fires. ►» 
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► With this, she proposes to create a “pyro- 
geography” of the Earth-a spatial analysis 
of fire across the planet. 

Fires, she explained to the meeting, 
need three things: fuel, which is related to 
the productivity of local vegetation; a 
source of ignition such as a lightning strike 
or a volcanic eruption; and a lack of mois- 
ture to make the fuel combustible, some- 
thing that is linked to the seasons and the 
climate. These three factors can be com- 
bined to allow a fire “niche” to be mapped 
across the Earth’s land surface. Dr Kraw- 
chuk has been looking at how this niche 
changes in response to shifts in the climate 
predicted by various models of the future. 

Although the different models predict 
different details, they agree that the fire risk 
will change for about a quarter of the land 
surface. Some areas, notably parts of Cali- 
fornia and Australia, should expect to be- 
come more fire-prone. Land to the north of 
California, by contrast, is likely to see less 
fire because the amount of rain it receives 
will increase. 

What is likely is that a changing distri- 
bution of risk will increase fire’s impact on 
both humanity and wildlife. From the hu- 
man point of view, some places will be- 
come more hostile, others less so. Work by 
people like Dr Krawchuk may allow these 
changes to be planned for. The same, mi- 
nus the planning, applies to wildlife. Fire 
acts as an ecological filter: it changes the 
structure of entire ecosystems. Even fire- 
adapted species can cope only within lim- 
its. Dr Krawchuk has looked at how nature 
reserves around the world will fare. Like 
the land in general, she reckons a quarter 
will have to cope with big adjustments. 

Of course the presence of humans 
themselves also changes the odds of fire, 
as people are a frequent source of igni- 
tion-both accidental and deliberate. The 
invasion of mankind into places where 
fires could thrive but do not, often leads to 
a dramatic increase. Clearing woodland by 
burning it is a trick almost as old as human- 
ity itself, but the presence of man also in- 
creases a forest’s susceptibility to fire. The 
evergreen forests of the Amazon and Con- 
go basins, for example, are generally fire- 
free because the closed canopy maintains 
a level of humidity that inhibits burning. 
Road-building and the clearance of patch- 
es of land by foresters and homesteaders 
breaks up the canopy’s continuity, permits 
drying and encourages the spread of fire 
over and above the extra risk of ignition 
that humans, the one species to master fire, 
bring with them. 

What some master, though, enslaves 
others. The human fascination with fire 
has a Manichean quality. Last year’s Los 
Angeles wildfire was neither an accident 
of nature nor an act of human careless- 
ness. It was set deliberately by an arsonist. 
Factoring that sort of behaviour into the 
models is the hardest thing of all. ■ 



How siestas help memory 

Sleepy heads 


SAN DIEGO 

Researchers say an afternoon nap 
prepares the brain to learn 

M AD dogs and Englishmen, so the song 
has it, go out in the midday sun. And 
the business practices of England’s lineal 
descendant, America, will have you in the 
office from nine in the morning to five in 
the evening, if not longer. Much of the 
world, though, prefers to take a siesta. And 
research presented to the aaas meeting in 
San Diego suggests it may be right to do so. 
It has already been established that those 
who siesta are less likely to die of heart dis- 
ease. Now, Matthew Walker and his col- 
leagues at the University of California, 
Berkeley, have found that they probably 
have better memory, too. A post-prandial 
snooze, Dr Walker has discovered, sets the 
brain up for learning. 

The role of sleep in consolidating mem- 
ories that have already been created has 
been understood for some time. Dr Walker 
has been trying to extend this understand- 
ing by looking at sleep’s role in preparing 
the brain for the formation of memories in 
the first place. He was particularly interest- 
ed in a type of memory called episodic 
memory, which relates to specific events, 
places and times. This contrasts with pro- 
cedural memory, of the skills required to 
perform some sort of mechanical task, 
such as driving. The theory he and his 


team wanted to test was that the ability to 
form new episodic memories deteriorates 
with accrued wakefulness, and that sleep 
thus restores the brain’s capacity for effi- 
cient learning. 

They asked a group of 39 people to take 
part in two learning sessions, one at noon 
and one at 6pm. On each occasion the par- 
ticipants tried to memorise and recall 100 
combinations of pictures and names. After 
the first session they were assigned ran- 
domly to either a control group, which re- 
mained awake, or a nap group, which had 
100 minutes of monitored sleep. 

Those who remained awake through- 
out the day became worse at learning. 
Those who napped, by contrast, actually 
improved their capacity to learn, doing 
better in the evening than they had at 
noon. These findings suggest that sleep is 
clearing the brain’s short-term memory 
and making way for new information. 

It is already well known that fact-based 
memories are stored temporarily in an 
area called the hippocampus, a structure in 
the centre of the brain. But they do not stay 
there long. Instead, they are sent to the pre- 
frontal cortex for longer-term storage. Elec- 
troencephalograms, which measure elec- 
trical activity in the brain, have shown that 
this memory-refreshing capacity is related 
to a specific type of sleep called Stage 2 
non-REM sleep. 

The ideal nap, then, follows a cycle of 
between 90 and 100 minutes. The first 30 
minutes is a light sleep that helps improve 
motor performance. Then comes 30 min- 
utes of stage 2 sleep, which refreshes the 
hippocampus. After this, between 60 and 
90 minutes into the nap, comes rapid-eye- 
movement, or rem, sleep, during which 
dreaming happens. This, research sug- 
gests, is the time when the brain makes 
connections between the new memories 
that have just been “downloaded” from 
the hippocampus and those that already 
exist— thus making new experiences rele- 
vant in a wider context. 

The benefits to memory of a nap, says 
Dr Walker, are so great that they can equal 
an entire night’s sleep. He warns, however, 
that napping must not be done too late in 
the day or it will interfere with night-time 
sleep. Moreover, not everyone awakens re- 
freshed from a siesta. 

The grogginess that results from an un- 
refreshing siesta is termed “sleep inertia”. 
This happens when the brain is woken 
from a deep sleep with its cells still firing at 
a slow rhythm and its temperature and 
blood flow decreased. Sara Mednick, from 
the University of California, San Diego, 
suggests that non-habitual nappers suffer 
from this more often than those who siesta 
regularly. It may be that those who have a 
tendency to wake up groggy are choosing 
not to siesta in the first place. Perhaps, 
though, as in so many things, it is practice 
that makes perfect. ■ 
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Looking for ET 

Signs of life 


SAN DIEGO 

As the search for alien life turns 50, its 
practitioners find new methods 

H ALF a century ago a radio astronomer 
called Frank Drake thought of a way 
to calculate the likelihood of establishing 
contact with aliens. He suggested the fol- 
lowing figures should be multiplied: how 
many stars are formed in the galaxy in a 
year; what fraction of these have planets 
and thus form solar systems; the average 
number of planets per solar system that 
have the potential to support life; on what 
percentage of those where it is possible do 
such biospheres actually form; what per- 
centage of such biospheres give rise to in- 
telligent species; what percentage of intel- 
ligent life is able to transmit signals into 
space; and for how long could such intelli- 
gence keeps sending signals. 

This calculation became celebrated as 
the Drake equation-perhaps the best at- 
tempt so far to tame a wild guess. Most of 
the terms remain hard to tie down, al- 
though there is a consensus that about ten 
stars are formed per year in the galaxy. 
Also, recent searches for extrasolar planets 
have concluded that planets are not rare. 

At the aaas, Dr Drake reflected on his 
search for alien signals. One reason this is 
hard is that radio telescopes must chop the 
spectrum into fine portions to study it, like 
tuning into a signal on a car radio. Another 
is the trade off between a telescope’s field 
of view and its magnification. Small tele- 
scopes see a lot of sky but can detect only 
strong signals. Large ones, which can de- 
tect weak signals, have a narrow focus. As- 
tronomers therefore have difficulty look- 
ing both carefully and comprehensively. 

Dr Drake said there may be another dif- 
ficulty. Researchers tend to look for signals 
similar to those now made by humanity. 
The Earth, though, is getting quieter be- 
cause the rise of spread-spectrum commu- 
nication makes stray emissions less likely 
than in the past. 

Spread-spectrum works by smearing a 
message across a wide range of frequen- 
cies. That has the advantages of combating 
noise and allowing many signals to be sent 
at once. But it also makes those signals 
hard for eavesdroppers to hear (which is 
why spread-spectrum is beloved by mili- 
tary men). If technologically sophisticated 
aliens came to the same conclusions, and 
thus used spread-spectrum technology, 
humans would have a hard time hearing 
them. Dr Drake suggests, therefore, that 
there might be only a narrow window of 
time in the development of civilisations, 
analogous to the past 50 years on Earth, 


during which noisy electromagnetic sig- 
nals are generated in large amounts. 

It is, however, also possible that some- 
one is actively trying to send signals to the 
Earth. If that were the case, the best way to 
do this, reckons Paul Horowitz, a physicist 
at Harvard, is with a laser. 

Although radio power has changed lit- 
tle over the decades, the power of lasers 
has grown exponentially. Today’s most 
powerful versions can shine ten thousand 
times brighter than the sun, though only 
for a billionth of a second. If aliens have 
made similar progress, and point a laser to- 
wards the Earth’s solar system, such brief 
flashes would be detectable at a distance 
of many light-years. Dr Horowitz has al- 
ready set up one suitable detector and this, 
because no huge magnification is in- 
volved, is capable of looking at broad 
swathes of sky. 

There is also potential for improvement 
on the radio side. For many years, the Are- 
cibo telescope in Puerto Rico, which is 300 
metres across, has led the search for alien 
life. (Sadly, its founder, William Gordon, 
died on February 16th.) Now the Chinese 
are building a 500-metre telescope, known 
as fast, in Guizhou province, and an in- 
ternational collaboration called the 
Square Kilometre Array is trying, as its 
name suggests, to build a grid of radio-tele- 
scopes over a square kilometre of land in 
either South Africa or Australia. Both may 
be helpful. As indeed may a large new tele- 
scope in northern California built by Paul 
Allen, a co-founder of Microsoft. 

Many of the terms in the Drake equa- 
tion are likely to remain elusive, so it is still 
impossible to predict how likely such ef- 
forts are to succeed. But even after 50 fruit- 
less years-if the eagerness in the eyes of 
Dr Drake and his colleagues is any guide-it 
still is fun looking. ■ 
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Nuclear forensics 

A weighty matter 


SAN DIEGO 

How to analyse smuggled uranium 

B ETWEEN 1992 and 2007, according to 
Ian Hutcheon of the Lawrence Liver- 
more National Laboratory, in California, 
17kg of highly enriched uranium was 
seized from smugglers around the world, 
along with 400 grams of plutonium. In 
neither case is that enough for a proper 
atom bomb, but it is still worrying. Pre- 
sumably, more is out there. Even if it is not, 
the material that has been found could 
have been used to make a “radiological” 
weapon, by blowing it up and scattering it 
around a city using conventional explo- 
sives. Dr Hutcheon is one of those charged 
with analysing this captured material, to 
discover how dangerous it really is and 
where it came from-and thus whether it 
has been stolen from legitimate nuclear 
projects or made on the sly. At the aaas 
meeting in San Diego, he showed off some 
of the tricks of his trade. 

His main tool is a device called a sec- 
ondary-ion mass spectrometer. This mea- 
sures the flight path of ions (electrically 
charged atoms) through a magnetic field. 
The lighter an ion is, the more the field 
bends its trajectory. The spectrometer can 
thus distinguish between, say, 235 U (the fis- 
sile sort, from which bombs are made) and 
238 U (which has three extra neutrons in its 
nucleus and is much less fissile). Natural 
uranium has only seven atoms per thou- 
sand of the former. Weapons-grade ura- 
nium is 95% 235 U. The “depleted” uranium 
used in armour-penetrating shells, by con- 
trast, is almost pure 238 U. 

Uranium that has been in a reactor, 
though, has other isotopes in it, 233 U and 
236 U, for example. The quantities of these, 
plus isotopes of elements such as pluto- 
nium that are also created in reactors, vary 
from one reactor to another. The isotopic 
signature is changed, too, by the centri- 
fuges used to separate 235 U from 238 U during 
the process of enrichment, and radioactive 
decay after processing creates yet further 
elements that can be detected this way. 
These give some idea of a sample’s age. 

The result is a profile that is often char- 
acteristic of a particular type of reactor or 
centrifuge, and sometimes of an individ- 
ual machine-and can also indicate how 
long ago the processing took place. That 
enables the good guys to improve security 
in the case where something has been 
pinched, the bad guys to be admonished if 
they have been up to something they 
should not have been doing, and everyone 
else to sleep more easily in their beds. ■ 
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China's roads 

A voyage of discovery 


A reporter who explored China’s bigger and lesser roads and found treasure 


R OADS, and with them cars, are chang- 
ing China faster than any dictat from 
the Politburo. Within a few years a motor- 
way network has been built that is fast 
catching up with the length of America’s 
interstate highways; China has already 
overtaken America as the world’s biggest 
car market. Yet most foreigners, even long- 
term residents, have glimpsed this only 
partially. They curse the gridlock of Chi- 
nese cities caused by a new middle class 
hitting the roads in ballooning numbers, 
and at the mayhem these reckless novices 
create. They bemoan the transformation 
of rural peripheries by businesses catering 
to day-tripping car-owners: guesthouses, 
restaurants and theme parks. They fret 
about the fumes. 

But Peter Hessler gets behind the wheel 
and explores the furthest reaches of this 
phenomenon. Few other foreigners have 
toured China’s highways so extensively. 
Non-residents are usually not allowed to 
drive, and among foreigners living in Chi- 
na there is often a reluctance to risk roam- 
ing far: the country’s roads are among the 
world’s deadliest. 

Mr Hessler was working for the New 
Yorker and the National Geographic when 
he researched this book. It is his third about 
China, a series launched in 2001 with “Riv- 
er Town”, a memoir of his time as a Peace 
Corps teacher. “Country Driving”, like his 
previous works, tells the story of China’s 
transformation powerfully and poetically. 


Country Driving: A Journey Through 
China from Farm to Factory. By Peter 
Hessler. Harper Collins; 432 pages; 

$27.99. Canon gate; £14.99 

The first part of the book is about driv- 
ing along the Great Wall, or what is really a 
series of walls, in a Beijing-made Jeep 
Cherokee. In 1923 an article in a Shanghai 
newspaper proposed, apparently serious- 
ly, that the wall be converted into a road to 
“make it easier to do business” across the 
breadth of China. Today such a notion 
would be heresy, the wall having been de- 
creed by the Communist Party to be a sa- 
cred symbol of Chineseness. 

But Mr Hessler’s journey along it (as 
best he could since there is no road that 
runs the entire length) is not a fulfilment of 
a Chinese fantasy such as Americans once 
harboured about Route 66. Long-distance 
driving is even less a Chinese middle-class 
pursuit than it is for foreign residents. The 
people Mr Hessler meets along the wall are 
mostly poor Chinese who dream of get- 
ting away from the impoverished country- 
side traversed by the ancient structure. 

China, though a frantic builder of 
roads, has little road culture. Map-reading 
is a rare skill, and not one that is encour- 
aged by a government obsessed by carto- 
graphic secrecy. As Mr Hessler describes it, 
when lost the worst thing to do was to 
show people a map. Doing so, he says, was 
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like “handing over a puzzle to a child-peo- 
ple’s faces went from confusion to fascina- 
tion as they turned the map this way and 
that, tracing lines across the page.” Mr 
Hessler did not use a gps device since he 
was worried that he might be accused of 
carrying out illegal surveying work 
(though this reviewer has found Chinese 
gps technology an invaluable aid to ex- 
ploring off the beaten track). 

In the rest of the book Mr Hessler im- 
merses himself in the lives of ordinary 
Chinese at opposite ends of what he calls 
the biggest migration in human history. He 
begins in a village outside Beijing close to 
the Great Wall, and ends in a factory town 
in the eastern province of Zhejiang (in this 
province factories come first and roads lat- 
er, Mr Hessler notes). Roads weave in and 
out of his narrative, but the focus is on the 
lives of a handful of individuals among 
whom Mr Hessler builds up extraordinary 
trust. The reader becomes a fly on the wall 
in the village’s political infighting and in 
the fraught relationship between factory 
bosses and migrant workers. 

Foreign correspondents rarely have 
time as they explore China’s vastness to re- 
turn to places where there is little going on 
that seems worthy of a headline. Mr Hess- 
ler, however, keeps going back and in so 
doing fills an important gap in media cov- 
erage of the country. Through the lives of 
the ordinary Chinese he gets to know so 
well, he explains the country’s complexity, 
insecurities and tensions better than many 
of the more analytical works that have ap- 
peared in recent years. As he observes at 
one point, when he uncharacteristically 
fails to probe deeply into the sufferings of 
people displaced by a dam project: “I felt 
like a drive-by journalist, listening to sad 
stories before I got back on the express- 
way.” Many a foreign reporter in Beijing 
would rightly wince at that apology. ■ 
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How East Timor became Timor-Leste 

A country’s 
agonising birth 


"If You Leave Us Here, We Will Die": How 
Genocide Was Stopped in East Timor. By 

Geoffrey Robinson. Princeton University 
Press; 317 pages; $35 and £24.95 

F EW countries have suffered as much, 
merely to be counted as countries, as 
did Timor-Leste, the former Indonesian 
province of East Timor. Under the Indone- 
sian occupation from 1975 to 1999, perhaps 
one-third of the population died before 
their time. Survivors suffered hunger, de- 
privation, torture and systematic terror. 
Against the odds, on August 30th 1999 the 
East Timorese found themselves with the 
chance of a vote to choose between inde- 
pendence or autonomy under Indonesian 
rule. Turnout was 98.6%. Of those, four in 
five voted for independence. 

The author of this fine book, Geoffrey 
Robinson, was there that day, as a member 
of the United Nations mission that organ- 
ised the poll. Before that, as an academic 
and human-rights researcher, he was one 
of a small doughty band of foreigners who 
helped keep East Timor alive as an interna- 
tional issue, at a time when most govern- 
ments preferred to cultivate good ties with 
Suharto, Indonesia’s dictator. 

Mr Robinson was also there in the 
nightmarish aftermath of the referendum: 
as Indonesian-sponsored militias trashed 
the country, hundreds died and terrified 
refugees took shelter in the un compound 
in Dili. That period provides the book’s ti- 
tle. “If you leave us here, we will die,” was 
what a Timorese woman in the compound 
told a visiting un delegation. 

But in fact the title sells both East Timor 
and the book seriously short. That a sec- 
ond genocide was averted in the country 
should not conceal the ugly truth that the 
outside world ignored and connived at the 
first, in the terrible years after Indonesia’s 
invasion. And the title misrepresents the 
book because, though enlivened by the 
narrative of Mr Robinson’s own time as a 
participant in and eyewitness to the events 
described, it is also a subtle and nuanced 
work of history and analysis. 

It contrasts the way the world looked 
the other way in 1975 with the swift inter- 
vention by an Australian-led peacekeep- 
ing force in 1999. That was in part a conse- 
quence of press attention, the courage of 
the East Timorese and a unique, brief per- 
iod in history when “liberal intervention- 
ism” seemed to have a future. It also owed 
something to a collective sense of guilt 
over past atrocities in Srebrenica, Rwanda 
and East Timor itself. 

As for Indonesia, the behaviour of its 



Ready to die for freedom 


soldiers and their local allies was sadly not 
an aberration. The outcome was predict- 
able as soon as the flawed un mandate put 
the security for the referendum in the 
hands of the main threat to it: the Indone- 
sian army. Mr Robinson traces the violence 
back to the Suharto regime’s original sin, 
the massacre of hundreds of thousands as 
it took power in 1965-66. 

The strategies of violence, he notes, 
were “implicitly legitimised”, not just be- 
cause of the state’s involvement, but be- 
cause the criminals were never punished. 
Ten years on not a single Indonesian offi- 
cial has been convicted of any crime in 
East Timor, and the idea of an internation- 
al tribunal has been, in effect, ditched. ■ 


New York low life 

Bottoms up 


Reporting At Wit's End: Tales from The New 
Yorker. By St. Clair McKelway. Bioomsbury; 

619 pages; $18 and £10.99 

W HEN she learned that the bank was 
about to foreclose on her mortgage, 
Katherina Schnible, a slightly lame 72- 
year-old, remained in her third floor apart- 
ment in a little frame house in Brooklyn, re- 
fusing to open the door to anybody but her 
son. Then came the day when she heard a 
heavy footfall on the first landing, heard 
somebody running frantically up the first 
flight of stairs, heard a man’s voice shout- 
ing something. The footsteps came closer 
and then, right outside her door, the voice 
yelled “Fire!” Mrs Schnible opened her 
door and hobbled into the hall. “Hello, Mrs 
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Schnible,” said the man standing there. 
“Here’s a summons for you.” 

The man on the stairs was Harry Gross- 
man, the “champion process-server of all 
time”, and the story is among countless 
told to readers of the New Yorker by St. 
Clair McKelway, a wry observer of the 
city’s low life, from the 1930s into the 1960s. 

A reporter of the old school, McKelway 
was never portentous and rarely judgmen- 
tal. As Adam Gopnik, a current writer for 
the New Yorker, shrewdly notes in his in- 
troduction to this collection of essays, he 
was not at all interested in trends; in the 
idea that more and more people were act- 
ing this way. Instead the classic McKelway 
piece says: “Very, very few people act this 
way, which is what makes the ones who 
do so interesting.” 

In these essays they include the good as 
well as the bad. A beat cop interprets the 
force’s shop talk for McKelway: his shift is a 
tour, his uniform a bag, his winter overcoat 
a benny, an influential friend a rabbi and 
his wife, even to her face, the cook. Fire- 
bugs substitute old nags for thoroughbred 
horses before they set stables alight and 
then claim for valuable horseflesh from 
the insurers. A counterfeiter of banknotes 
cannot spell and renders the first Ameri- 
can president as “Wahsington”. Yet for 20 
years he gets away with passing off his fun- 
ny money because he never succumbs to 
greed. He spends only a few dollars at a 
time and at different locations. 

All these stories are lucid. McKelway 
was often not. His fondness for booze 
helped ruin his five marriages and even 
worried his colleagues on the New Yorker, 
which is saying something. On joining the 
magazine, Brendan Gill, a contemporary, 
noticed that everybody there seemed to be 
feeling sick. “Later, I learned that many of 
them were sick with hangovers of varying 
degrees of acuteness.” 

It was McKelway’s good fortune to be 
tutored by Harold Ross, the editor of the 
New Yorker from 1925 to 1951. Like so many 
of his staff, Ross maintained the highest 
standards of journalism while sinking 
awesome amounts of liquor. His editing 
precision was legendary and he was so lit- 
eral-minded that he even corrected literary 
quotations. In revising a piece that quoted 
Tennyson, for instance, he altered “nature 
red in tooth and claw” to “nature red in 
claw and tooth”, reasoning that a preda- 
tor’s claws would be bloodied before its 
teeth. Ross insisted that “nothing was inde- 
scribable”; that the most complex idea or 
gizmo could be made intelligible. 

This exactness of observation and fasci- 
nation with detail runs through McKel- 
way’s essays. So does an acceptance of hu- 
man frailty. As a sinner himself, McKelway 
tolerates, almost celebrates, the sins of oth- 
ers. He can only smile when the wife of an 
embezzler says: “Well, he’s a very fine man 
except for that one quirk.” ■ 
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University education in America 

Professionalising 
the professor 


The Marketplace of Ideas: Reform and 
Resistance in the American University. By 

Louis Menand. Norton; 174 pages; $24.95 
and £17.99 

T HIS subtle and intelligent little book 
should be read by every student think- 
ing of applying to take a doctorate. They 
may then decide to go elsewhere. For 
something curious has been happening in 
American universities, and Louis Menand, 
a professor of English at Harvard Universi- 
ty, captures it deftly. 

His concern is mainly with the human- 
ities: literature, languages, philosophy and 
so on. These are disciplines that are going 
out of style: 22% of American college grad- 
uates now major in business compared 
with only 2% in history and 4% in English. 
However, many leading American univer- 
sities want their undergraduates to have a 
grounding in the basic canon of ideas that 
every educated person should possess. But 
most find it difficult to agree on what a 
“general education” should look like. At 
Harvard, Mr Menand notes, “The great 
books are read because they have been 
read”-they form a sort of social glue. 

One reason why it is hard to design and 
teach such courses is that they cut across 
the insistence by top American universi- 
ties that liberal-arts education and profes- 
sional education should be kept separate, 
taught in different schools. Many students 
experience both varieties. Although more 
than half of Harvard undergraduates end 
up in law, medicine or business, future 
doctors and lawyers must study a non-spe- 
cialist liberal-arts degree before embarking 
on a professional qualification. 

Besides professionalising the profes- 
sions by this separation, top American uni- 
versities have professionalised the profes- 
sor. The growth in public money for 
academic research has speeded the pro- 
cess: federal research grants rose fourfold 
between i960 and 1990, but faculty teach- 
ing hours fell by half as research took its 
toll. Professionalism has turned the acqui- 
sition of a doctorate into a prerequisite for 
a successful academic career: as late as 1969 
a third of American professors did not pos- 
sess one. But the key idea behind profes- 
sionalisation, argues Mr Menand, is that 
“the knowledge and skills needed for a 
particular specialisation are transmissible 
but not transferable.” So disciplines ac- 
quire a monopoly not just over the produc- 
tion of knowledge, but also over the pro- 
duction of the producers of knowledge. 

No disciplines have seized on profes- 
sionalism with as much enthusiasm as the 


humanities. You can, Mr Menand points 
out, become a lawyer in three years and a 
medical doctor in four. But the median 
time— median!— to a doctoral degree in the 
humanities is nine years. (Advertising note 
to American students: you can get a per- 
fectly good PhD at a top British university 
in under four years.) Not surprisingly, up to 
half of all doctoral students in English drop 
out before getting their degrees. 

Equally unsurprisingly, only about half 
end up with the jobs they entered graduate 
school to get: tenured professorships. 
There are simply too few posts. This is 
partly because universities continue to 
churn out ever more PhDs. But fewer stu- 
dents want to study humanities subjects: 
English departments awarded more bach- 
elor’s degrees in 1970-71 than they did 20 
years later. Fewer students require fewer 
teachers. So, at the end of a decade of the- 
sis-writing, many humanities students 
leave the profession to do something for 
which they have not been trained. 

The key to reforming higher education, 
concludes Mr Menand, is to alter the way 
in which “the producers of knowledge are 
produced”. Otherwise, academics will 
continue to think dangerously alike, in- 
creasingly detached from the societies 
which they study, investigate and criticise. 
“Academic inquiry, at least in some fields, 
may need to become less exclusionary and 
more holistic.” Yet quite how that hap- 
pens, Mr Menand does not say. In reality, 
baby and bathwater may go out together. 
Public exasperation with academic intro- 
version may lead to a loss of some inde- 
pendence, the most precious right of aca- 
demics in a free society. ■ 


A biography of Arthur Koestler 

Intellectual 

fireworks 


Koestler: The Literary and Political Odyssey 
of a Twentieth-Century Skeptic. By Michael 
Scammell. Random House; 689 pages; $35. 
Published in Britain as "Koestler: The 
Indispensable Intellectual". Faber and Faber; 
£25 

L ONG before today’s fashion for counter- 
1 intuitive polemics, there was Arthur 
Koestler. An early Zionist who later tried to 
debunk the very notion of a Jewish peo- 
ple; a communist whose novel “Darkness 
at Noon” is one of the most powerful de- 
molitions of communism ever written; a 
lover of science who later championed the 
paranormal; Koestler was one of the 20th 
century’s most powerful and controversial 
intellectuals, whose works still shape our 
thinking. This is the first authorised biogra- 
phy of the Hungarian-Jewish writer and it 



He loved man, not men (or women) 


is a majestic achievement. 

Michael Scammell, a biographer of 
Alexander Solzhenitsyn, was granted full 
access to Koestler’s papers. He has distilled 
more than a decade’s research to recon- 
struct not just Koestler’s life but the era in 
which he lived, from the last years of the 
Austro-Hungarian empire to Palestine in 
the 1920s, the struggle against fascism in 
the 1930s and the post-war years of Koest- 
ler’s anti-communism. Mr Scammell’s 
style is lively and authoritative, and the 
stuff of Koestler’s life is engrossing. He 
brings alive a sparkling walk-on cast in- 
cluding Jean-Paul Sartre, Simone de Beau- 
voir, George Orwell, Albert Camus and 
Cyril Connolly. 

Mr Scammell is sympathetic to his sub- 
ject but does not gloss over the less attrac- 
tive aspects of Koestler’s personality. Like 
many intellectuals who profess their love 
for humanity as a whole, Koestler had pro- 
blems dealing with real human beings, es- 
pecially women. He expected his girlf- 
riends and wives to serve as maids and 
secretaries. He would have nothing to do 
with his illegitimate daughter. 

A short man, and a serial fornicator, 
Koestler, it seems, used his conquests as a 
kind of self -validation. As his editor, Otto 
Katz, once told him: “We all have inferior- 
ity complexes of various sizes. But yours 
isn’t a complex, it’s a cathedral.” Yet it was 
doubtless that inferiority complex, and the 
insatiable hunger to be proven right, that 
fuelled Koestler’s intellectual fireworks. 

Koestler’s legacy has been tarnished by 
the claims in a biography by David Cesa- 
rani that he had raped Jill Craigie, a British 
film-maker and feminist. Mr Scammell ex- 
amines this episode at some length. But his 
case for the defence (he notes that Craigie 
did not mention the rape for almost 50 
years until 1998 and that she and her hus- ►► 
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Old men of the theatre 

The two Peters 

A couple of productions that make a compelling case against ageism 


► band Michael Foot, a senior Labour politi- 
cian, lunched with Koestler at the House of 
Commons a week after the attack was said 
to have taken place) falters when he writes: 
“The exercise of male strength to gain sexu- 
al satisfaction wasn’t exactly uncommon 
at that time. . .The line between consensual 
and forced sex was often blurred.” 

In the end, Koestler’s darkness came 
not at noon, but some time on Tuesday 
March ist 1983. He and his third wife Cyn- 
thia overdosed on Tuinal sleeping tablets, 
washed down with brandy for him, and 
scotch for her. Wracked by Parkinson’s dis- 
ease and leukaemia, Koestler had long 
planned his exit from the world. His last, 
dark, achievement was to take his healthy 
wife with him. Even in death Koestler 
made sure to win the argument. ■ 


A Japanese silversmith 

Making waves 


Pounding flat pieces of silver into 
beautiful vessels 

H IROSHI SUZUKPS work in silver is 
sensuous, beautiful and coveted. His 
pieces, hammered up and out from a single 
flat sheet of silver, have been praised for 
their “sublimely flowing” quality. No one 
else is doing anything like it. 

His retrospective, “Silver Waves”, is at 
London’s Goldsmiths’ Hall (though only 
until March 6th). Nearly all the 71 pieces on 
show are loans. They come from museums 
across the world: the (anonymous) private 
lenders include collectors from Holly- 
wood, Wall Street and England’s stately 
homes. The Goldsmiths’ Company, which 
put on the exhibition, owns four pieces. 

Mr Suzuki, who is 50, was born in Ja- 
pan. His father and grandfather were 
craftsmen and he took a master’s degree in 
design at Musashino Art University in To- 
kyo. In the early 1990s he decided to visit 
England, wanting a change from ways of 
working he found old-fashioned. In Lon- 
don he took a second master’s degree, this 
time in metal work, at the Royal College of 
Art. It was there that he began using silver. 

There is no tradition of large pieces of 
silver in Japan. He explains that the humid 
climate makes silver tarnish too quickly; it 
needs too much polishing. Perhaps it was 
this immersion in an alien medium that 
freed him to appreciate his own native 
gifts. He began to notice that when other 
students played with form, the results 
were stronger than his own efforts. “The 
Japanese are good at surface, texture and 
line,” he says, “not so good at form.” It took 
his tutors’ encouragement to convince him 
that he should concentrate on his own tal- 


S IR PETER HALL, a renowned director 
of Shakespeare’s plays, has observed 
that the older you get, the more like your- 
self you become. At 79, Sir Peter is de- 
monstrating the artfulness of his own 
adage with a production of “A Mid- 
summer Night’s Dream” which is a con- 
centrated version of his best work: loyal 
to the text, the verse, the romance and the 
humour of the play. To bolster Sir Peter’s 
case, his fellow director Peter Brook, 
whom Sir Peter refers to as the stage’s 
greatest innovator, is exhibiting his revo- 
lutionary credentials at 84 with “11 and 
12”, a moral tale set in Africa. 

Sir Peter’s star is Dame Judi Dench, the 
leading lady of the English theatre. It is 47 
years since they first worked together on 
the “Dream”, and the shared experience 
illuminates her performance as Titania, 
the Queen of the Fairies. The verse is 
spoken with clarity and meaning and her 
lust is tempered by a mature woman’s 
experience and affection. Dame Judi’s 
Titania, richly dressed with a wig of 
flame-red hair, looks like the Virgin 
Queen herself, as if Elizabeth is appear- 
ing as Titania in a court production of the 
play, a harmless little conceit. 


ents. “I found a way of seeing Japan from 
outside,” he observes. For more than a de- 
cade he has worked with a single, symmet- 
rical form. The vase became his canvas. 

His very individual approach has led 
him to acquire or make an ever growing 
number of hammers and invent new tech- 



Conversations with silver 


Mr Brook once said of the work of Sir 
Peter’s Royal Shakespeare Company in 
the 1960s that “its ideal was to do good 
things very well”. His own inventive 
“Dream” for the rsc in 1970 was one of 
its finest productions, but he grew rest- 
less and left London for Paris, where he 
was happier as his own impresario, 
artistic director and dramaturge. He 
founded the Theatre des Bouffes du 
Nord, tried to devise a universal language 
and, when that did not happen, explored 
theatrical traditions in India and Africa. 

“11 and 12”, set in Mali, is the story of 
two holy men who call for tolerance 
when a doctrinal dispute flares into 
violence and is exploited by French 
colonists. Everything, including the 
argument, is stripped down. The stage is 
decorated with red and yellow cloth; a 
Japanese musician accompanies the 
dialogue on drums, xylophone and 
strings. It is a modern version of a medi- 
eval mystery: a good thing done well. 


"A Midsummer Night's Dream" is at the Rose Theatre, 
Kingston, Surrey, until March 20th. "11 and 12" is 
about to travel to New Zealand, Spain, Singapore, 
Australia, South Korea and Italy, with a return to 
Britain during April. 


niques. It has also required considerable 
bravery. Silver is expensive; hammering it 
demands great precision. Even so, and 
most unusually, Mr Suzuki does not make 
a plan or even a drawing. “If I did, there 
would be no reason to make the work,” he 
says. “I want to enjoy how things devel- 
op.” The price of silver keeps rising but, like 
a jazz musician, he keeps improvising. 

A piece may require two, four or some- 
times six weeks of constant hammering 
before it is finished. He approaches the 
work as a form of meditation. Neverthe- 
less it is hard work. Pounding silver de- 
mands great physical strength. Here again, 
his outlook is unusual. “I think of the silver 
as being a soft, living thing,” he says. “I talk 
to the material as if it were a person. I am 
kind and gentle with it.” 

Last year Mr Suzuki was invited to suc- 
ceed his old professor at Musashino Art 
University. He now spends much of his 
time in Japan and his desire to have his art 
appreciated there is increasing. This may 
lead him to explore other metals-copper, 
perhaps, or gold. The solitary gold vase in 
the exhibition is radiantly elegant. The re- 
sult of being home again works both ways: 
Japan and his enthusiastic students are 
also bound to influence him. He feels cer- 
tain that he is about to start new work. ■ 






Alexander Haig 


Alexander Meigs Haig, soldier and public servant, died on February 20th, aged 85 


G RANT and Eisenhower aside, America 
is uneasy about handing civil power 
to soldiers; and from the very start of the 
Reagan administration, in 1981, there was 
nothing Al Haig could do to erase the im- 
pression that he wished to take over the 
country. At his confirmation hearings for 
the post of secretary of state he rode rough- 
shod over his interrogators (“No one has a 
monopoly on virtue, not even you, sena- 
tor”). He let slip that he wanted to be the 
“vicar” of foreign policy, a word with 
pope-size pretensions. The press pinned 
on him the word “arrogant”, and never re- 
moved it. His picture appeared on the cov- 
er of Time, chin high and arms akimbo, 
above the words “Taking Command”. 

This portrayal was not without founda- 
tion. It was well known that in 1973-74, as 
Richard Nixon crumbled under the weight 
of Watergate, General Haig, then chief of 
staff in succession to the disgraced H.R. 
Haldeman, kept the administration func- 
tioning. He advised Nixon how to deal 
with his enemies, and when to resign; he 
suggested to Gerald Ford that he should 
pardon his predecessor. His power was 
such that when Nixon appeared to ask him 
for a way out of his turmoil, “a pistol in the 
drawer”, he immediately ordered the pres- 
ident’s doctors to take away his pills. 

Most of the time, however, though am- 


bition burned through him like a fire, he 
had no interest in the office of the presiden- 
cy. A disastrous foray in 1988, flaring out be- 
fore New Hampshire, was as far as he went 
in that direction. He had no politicians’ 
sleazy graces, and was proud of that. The 
brusque attitude and tone had been in- 
stilled at West Point, together with the gim- 
let stare and the preference for dealing 
with America’s adversaries, whether Cu- 
bans, Palestinians or leftist Nicaraguans, 
with a bombing run or an invasion. His du- 
ties at the White House, on Henry Kissin- 
ger’s National Security Council and for 
Nixon, had been carried out while still un- 
der military orders and earned him a dizzy 
ascent, from colonel to four-star general in 
four years. His scar tissue came from bat- 
tles both actual and political. 

As a soldier, he believed in certain rules 
of behaviour. First, the need to keep secrets 
and not go leaking to the newspapers, for 
soldiers died when secrets came into the 
enemy’s possession. And second, to fol- 
low the chain of command. Foreign policy 
in particular required a single source, one 
clear voice speaking for America. The 
greatest danger in those cold-war years 
was to show the Soviet enemy a soft, dis- 
united front. The Soviets would surge 
through then, expanding their trouble- 
making and missile-rattling round the 


globe, just as the Chinese and North Kore- 
ans had driven through the “foolishly di- 
vided” front at the Yalu river in 1950, leav- 
ing 12,000 Americans dead or wounded in 
the ice, when he was a young lieutenant. 

The greatest frustration of high politics, 
for General Haig, was lack of that one 
voice. Nixon’s White House, besieged by 
enemies, was mostly undermined by 
“Deep Throat” leaking to the Washington 
Post-and though the general had no truck 
with Watergate, the strong rumour that he 
himself was Deep Throat offended all his 
notions of right conduct. Despite his liking 
for phrases such as “terminological inexac- 
titude”, he was not a dissembler. He was in 
the more straightforward business of 
transmitting orders to fire prosecutors, and 
tapping journalists’ phones. 

The ghost ship 

He went to Reagan’s White House, fresh 
from a five-year stint as nato’s supreme 
commander, with, he supposed, a guaran- 
tee from the ever genial president that he 
would be the spokesman on foreign policy 
(“I’ll look to you, Al”). It lasted no longer 
than his first encounter with James Baker, 
Michael Deaver and Ed Meese, the presi- 
dent’s staffers. Meese put the vital Haig di- 
rective for the organisation of foreign poli- 
cy in his briefcase, where it stayed. 

There followed Haig explosions right 
and left over appointments, or statements 
of policy, which he had not authorised: 
fearsome times when the general turned 
purple, pounded the table and roared his 
displeasure. Turf wars blazed with the nsc 
and the Pentagon. Eighteen months of this, 
though punctuated by hard work on arms 
control and a valiant bout of shuttle diplo- 
macy, in 1982, to try to avert the Falklands 
war, were more than enough. 

The moment for which he was best re- 
membered came on March 30th 1981, 
when Reagan was shot. Sweating and in- 
tense, his hands shaking, General Haig de- 
clared to the press that “As of now, I am in 
control here, in the White House, pending 
return of the vice-president.” Hedged 
words; but he never lived them down. 

Some thought he had become unman- 
ageable, and he could give that appear- 
ance. But the nub of the matter, as he de- 
scribed it in a calmly lyrical passage of his 
book, “Caveat”, was this: 

The [Reagan] White House was as mysteri- 
ous as a ghost ship; you heard the creak of 
the rigging and the groan of the timbers and 
sometimes even glimpsed the crew on deck. 
But which of the crew had the helm? . . .It was 
impossible to know. . . 

If someone evidently had the helm, Gen- 
eral Haig saluted. If not, rather than let drift 
and uncertainty give any comfort to Amer- 
ica’s enemies, he had acquired the habit of 
seizing the wheel himself. ■ 
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A different degree 
of experience 



EXECUTIVE MBA CLASS OF 2009 


LUTZ HILBRICH, M.D., Executive Director, 
Boehringer Ingelheim Pharmaceuticals, chose the 
NYU Stern Executive MBA program for its top- 
ranked finance curriculum and accomplished student 
body. He knew that the general management program 
with specializations in finance and leadership, 
combined with a class of experienced peers, would 
help him advance in his strategic role. Contact us 
today to learn how you can join executives like Lutz. 


NYU STERN EXECUTIVE MBA PROGRAM 


emba.stern.nyu.edu/ec3 


888.NYU.EMBA 


Georgetown University 
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Global Executive MBA 


Washington, D.C. \ Barcelona i Buenos Aires / Sao Paulo 
Bangalore j Madrid / Moscow ! New York 


Combining the strengths of three world-class 
graduate schools and the disciplines of international 
relations, public policy and business, the Global Executive 
MBA is delivered in six 12-day modules over 14 
months. Graduates receive dual MBA diplomas from 
Georgetown University and ESADE Business School. 

For more information, please visit globalexecmba.com 
Telephone: +1 202 687 2704 or +34 93 295 2198 



Are you ready to join a global network that can take 
your business to the next level? Our Owner/President 
Management program brings together visionary business 
owners from around the world to transform dynamic ideas 
into concrete results. Email opm_info@hbs.edu to receive 
detailed information, www.exed.hbs.edu/pgm/advance2/ 


NJl HARVARD 

BUSINESS 

Global Perspectives. school 

Tangible Business Results. executive education 


The Economist February 27th 2010 









m Courses 


Senior Management 
Program in Banking 
(SMP) 


June 2010 - January 2011 
Geneva, London, Madrid 
& Bratislava 


The 4 week-long blocks provide 
an integrated view of the finance 
industry at a non-specialist level, 
discussing modern concepts and 
their practical application, while 
subjecting both to critical review. 


swiss : finance : institute 


information and registration: 

www.swissfinancemstitute.ch 

melanie.albrecht@sfi.ch 

T +41 44 254 30 80 
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The Fletcher 
School 


Gain a 360° perspective of the world 
while you continue working in it. 


The Global Master of Arts Program (GMAP) at The Fletcher 
offers an intensive, one-year degree program to study inte 
affairs from a unique 360-degree perspective. Withoutinti 
your career, join 35 international professionalsfor three, tvs 
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DOCTORAL PROGRAMS 
FOR EXPERIENCED 
EXECUTIVES 


Complete your Doctor of Management degree in three years or extend 
your studies to four years for the Designing Sustainable Systems track in 
the PhD in Management program. Both programs are designed for the 
working professional. 


Discover more about managing in a world of complexity, design thinking, 
and sustainability. 


Reach beyond a Master’s degree to integrate practice and research. 
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OXFORD INTERNATIONAL 
INVESTMENT PROGRAMME 

Delivers expertise in the 
techniques used to identify, 
measure and manage the risks 
involved in international 
portfolio and foreign direct 
investment. 

Apply now for April 2010 
www.sbs.oxford.edu/iip 


OXFORD PRIVATE EQUITY 
PROGRAMME 

A world-leading programme 
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STEVE BREWSTER I T +44 (0)1865 422727 I FINANCE-EXEC@SBS.OX.AC.UK 


WWW.SBS.OXFORD.EDU/FINANCE 


THE UNIVERSITY OF OXFORD: EDUCATING LEADERS FOR 800 YEARS 



■„i r-I SSfa*! 

t- n p l j + r l 


:OUNTRIESREPRESENTED30 0/ jR 
!SUEPHDST'J0IES7Er C^RAN^iONO 
SONTHF^oaniEN- 7 F*R.>ICIL200! 


jlARLYOCCcT rin 


irtirtra: 


I-:- i- 


• . - , , , « ja 

www.barcelonagse.eu 


1 


mm 


a 


sfli 


mm 




SBE WORLD 
CLASS 
ECONOMIC 


ONE-YEAR MASTER PROGRAMS: Competition and Market Regulation • Economics of Science and Innovation • 
Macroeconomic Policy and Financial Markets • International Trade, Finance, and Development • Economics • Finance 

barcelona gse 

graduate school of economics 

m 

a 

,| pTT UNIVEHSITAT UnB 


The Economist February 27th 2010 




96 Courses 



London • Nice • Singapore 

Since 2008, EDHEC-Risk Institute has been offering a unique 
PhD in Finance programme to elite practitioners who aspire to higher 
intellectual levels and aim to redefine the investment banking and asset 

management industries. 

Drawing its faculty from the world's best universities and enjoying the 
support of a leader in applied financial research, the EDHEC-Risk Institute 
PhD in Finance creates an extraordinary platform for professional 

development and industry innovation. 

Following a stimulating scientific curriculum and working individually 
with leading specialists on research issues of particular relevance to their 
organisations, practitioners on the programme's executive track learn to 
leverage their expertise and insights to make original contributions at the 

frontiers of financial knowledge and practices. 

Challenging professionals to step back, reflect, and generate radical 
innovations, the EDHEC PhD in Finance is the ultimate degree 

for finance executives. 
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Seoul, Stockholm, San Francisco, and Melbourne 

To reserve your place, email maud.gauchon@edhec-risk.com, 
or call us now on +33 493 1 83 267. 

Next application deadlines: 

Executive Track: May 14 Residential Track: March 31 


EDHEC-Risk Institute PhD in Finance 


The Ultimate Degree 
for Finance Executives 
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Courses 


“Skill and 
confidence are 
an unconquered 
army. 




George Herbert, Cambridge 1609 - 1613 

Cambridge General Management Programme 

14 - 25 June 2010 

Acquire the skills to accelerate your career and 
drive business performance in this two-week 
intensive, fast-paced programme. 

To discover how the inspiring environment 
of University of Cambridge can help you 
achieve your management potential, visit 

www.CambridgeExecEd.com 


CAMBRIDGE 

Judge Business School 


BANGOR BUSINESS 
SCHOOL 




No 1 Business School 


in the UK for Research in 
Accounting & Finance 

(RAE 2008) 



BANGOR 


MA/MSc: MBA: 


UNIVERSITY 


■ Accounting & Finance 

■ Banking & Finance 

■ Finance 

■ Islamic Banking 
& Finance 

■ Management 
& Finance 


■ Banking & Finance 
(full time & distance learning] 

■ Islamic Banking 
& Finance 

■ Management 

■ Marketing 


FOR A FULL LIST OF COURSES: 

www.bangor.ac.uk/business/postgraduate 


Bangor Business School, Bangor University, North Wales. 
Email: business.pgObangor.ac.uk 


For people 
who just won’t stop. 



Choose SDA Bocconi School of 
Management MBA and you will 
learn each day, for 12 months, 
how your time becomes richer, 
your personal value increases 
and your professional horizons 
and networks expand. A unique 
experience that will add value 
to your future and stay with you for 
a lifetime. Once you have started 
with the SDA Bocconi MBA, you 
will never stop. 

SDA Bocconi. Knowledge and imagination. 


1-Year Full-Time 

MBA 

Milano, Italy 

Webcast Presentation: 

1 st March 2010 
Application Deadline: 

30 th April 2010 

For more info and registration: 
vvww. sdabocconi .it/m bakit 



Bocconi 

School of Management 
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Said Business Scho 

■ .-WU? UNIVERSITY OF OXFORD 


1 

ess School 


NEGOTIATE AT A 
HIGHER LEVEL 


* * 


r 


THE OXFORD PROGRAMME ON NEGOTIATION 

THE SKILLS YOU NEED FOR AGREEMENTS THAT WORK 

Designed for senior business executives and leaders in all fields, this programme 
develops understanding of the key processes involved in successful negotiations 
and shows how they can develop their skills and potential in this vital area. 

To find out more about this programme, please contact the Programme Director, 
Tim Cullen or visit our website. 

4-9 Jul; 19-24 Sep 2010 www.sbs.oxford.edu/negotiation 


AMBASSADOR? 


GENERAL COUNSEL? 


TIM CULLEN T +44 (0)1624 825948 TIM.CULLEN@SBS.OX.AC.UK 

THE UNIVERSITY OF OXFORD: EDUCATING LEADERS FOR 800 YEARS 


WWW.SBS.OXFORD.EDU/NEGOTIATION 



Master the code 
of business 


m 


business 

school 


International MBA 
International Executive MBA 

Ranked as one of Europe's top business schools by international journals such as Financial 
Times, The Economist, BusinessWeek, Forbes, and The Wall Street Journal, IE Business School 
has been offering MBA, Executive MBA and Specialized Master Programs to the international 
business community for over thirty years. This experience, combined with its innovative Outlook, 
entrepreneurial spirit, and international diversity, makes IE Business School one of the world’s 
leaders in business education. 



For more information or to register for any IE event please visit www.ie.edu/events 


IE Business School, Madrid, Spain • Tel. + 34 91 568 96 10 • admissions@ie.edu 

www.ie.edu/business 
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St Catharine's 


THE SEVENTH ANNUAL CAMBRIDGE ADVANCED MANAGEMENT PROGRAMME 

St Catharine's College, Cambridge 21 July to 3 August 2010 

In conjuction with Business School for Financial Markets, Reading University 
A residential programme by leading international experts and practitioners from Cambridge, Oxford & London. 

For Senior Corporate Executives, Civil Servants and Public Sector Managers. Full Programme Fee £4,500 
Content: new ideas, global trends and strategic issues in management, IT, finance, marketing, innovation, creativity and human resources. 
Participants in previous years from Europe, Americas, Asia and Africa. 

Visits to leading London institutions and listed companies, College Banquet and a wide range of cultural events offered. 
Director: Professor P.K.Basu, Chairman, The Strategic Management Group of India, earlier Minister of State and Permanent Secretary to Govt, of India 
Co-Director: Professor Nigel Allington, Ecole de Management, Grenoble and Downing College, Regent Street, Cambridge CB2 1 DQ 


Please contact: Professor Nigel Allington Tel +44 (0) 1223 337168 Fax +44 (0) 1223 337130 Email nfba2@cam.ac.uk 


H 

Xr 

University of 

Reading 


RETOOL. 

RETHINK. 

REBOUND. 


Seeing past uncertainty to a brighter future has always 
been in Stanford's DNA. That's why executives like 
you come here from around the globe to learn, debate, 
and discover the catalyst for their future success. Our 
Executive Education programs can help inspire your 
next breakthrough. Join us. 

Visit www.stanfordexecutive.com to learn more. 


STANFORD 

GRADUATE SCHOOL OF BUSINESS 


The 

Economist 


TO ADVERTISE WITHIN 
THE CLASSIFIED SECTION, CONTACT: 

London - Oliver Slater 
Tel: (44-20) 7576 8408 

oliverslater@economist.com 


New York - Beth Huber 
Tel: (212) 541-0500 Fax: (212) 445-0629 

bethhuber@economist.com 


Readers 

are Recommended 

to make appropriate enquiries and take appropriate advice before 
sending money, incurring any expense or entering into a binding 
commitment in relation to an advertisement. The Economist Newspaper 
Limited shall not be liable to any person for loss or damage incurred 
or suffered as a result of his / her accepting or offering to accept an 
invitation contained in any advertisement published in The Economist. 


Appointments 


Development 

Consultants 


Consultants with EC, WB, or 
ADB experience required. 
SME, trade, private sector, quality 
& standards. Projects 
globally, long & shortterm. 


Please send CVs to Lyn Dawes 
at WM Enterprise. 
Iynd@wm-enterprise. co. uk 


Director 

You know how to prepare 
developing country SMEs 
for investors. 

BiD Network - Amsterdam 


www.bidnetwork.org/director 

Before March 15th 


f University of 

Reading 


www.readtng.ac.uk/jobs 

Chair in Real Estate Finance 
& Investment 

School of Real Estate & Planning 

This appointment is full-time, permanent and starts 1 September 201 0 or earlier 
Salary is negotiable 

Building on the School's strong research reputation and the 
success of the postgraduate programmes, we are seeking a 
Professor who can play a leading role during the next phase of 
our development. 

You will have a strong research record and an ability to communicate effectively 
with a wide range of audiences. You should also have the capacity to develop a 
strategic agenda for both research and teaching and lead a team to fulfil those 
objectives. 

You will have: 

• a strong academic profile in real estate finance , with publications in highly rated 
international journals 

• a track record in securing research funding and managing research projects 

• experience of interacting and working effectively with professional and external 
groups 

• enthusiasm for and commitment to extending the international reach of the 
real estate finance research and teaching programmes 

• experience in teaching on both undergraduate and postgraduate programmes; 
programme development expertise also welcome 

Informal enquiries: contact the Head of School, Real Estate & Planning, 

Professor Ginny Gibson on +44(0)1 1 8 378 8174 or email 
v.a.gibson@henley.reading.ac.uk Alternatively, contact the Director of Research, 
School of Real Estate 8i Planning Professor Neil Crosby on +44(0)1 1 8 378 8177 
or email f.n.crosby@henley.reading.ac.uk 

Closing date: 22 March 2010 

To formally apply please visitwww.reading.ac.uk/Jobs or 
contact Human Resources, University of Reading, 
Whiteknights, PO Box 21 7, Reading RG6 6AH. 

Telephone +44(0)1 1 8 378 6771 (voicemail) 

Please quote reference number CHI 0004 
We value a diverse workforce and 
welcome applications from all sections 
of the community 
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100 Tenders 


Pre-Qualification 

Irrigation, Stormwater and Landscape Operation & Maintenance 


li.l li g_li n ' i_n n n _ i-> I i 

MUNICIPALITY OF ABU DHABI CITY 



The Municipality of Abu Dhabi City invites expression of interests from 

interested parties to enter into a contract or contracts involving: 

• The operation and maintenance of the Municipality of Abu Dhabi City 
irrigation system 

- The operation and maintenance of the irrigation system will involve 
operation and maintenance of pump stations, reservoirs, major 
pipelines and associated valves, pits and instrumentation. 

- The major scope of works is electro-mechanical oriented with some 
quantity of civil works. 

• The operation and maintenance of the Municipality of Abu Dhabi City 
stormwater system 

- The operation and maintenance of the stormwater system will involve 
operation and maintenance of pumps stations, stormwater pipes, pipe 
outlets and associate valves, pits and instrumentation. 

- The major scope of works is civil oriented with some quantity of electro- 
mechanical works. 

• The operation and maintenance of the Municipality of Abu Dhabi City 
landscape area 

- The landscape operation and maintenance of this area will be divided 
into 12 separate contracts. Operation and maintenance of the contract 
will involve operation and maintenance of soft and hard landscape 
features in parks, gardens, road verges, including trees, grass, shrubs, 
irrigation system, fountains, pavements, swimming pools, playground 
equipment and lighting features. 


Interested organisations can apply for one of any combination of the 
irrigation, stormwater and/or landscape contracts. 

The contracts will be undertaken through a performance based type 
contracts, with terms of approximately 5 years. 

The Municipality of Abu Dhabi City intends short-listing parties from 
this pre-qualification process to subsequently be invited to submit fully 
detailed and costed proposals for the: 

• Irrigation O&M Contracts; and/or 

• Stormwater O&M Contracts; and/or 

• Landscape O&M Contracts. 

The Pre-qualification Brief can be obtained by contacting: 
prfd@adm.abudhabi.ae marked "PRE-QUALIFICATION - [IRRIGATION, 
STORMWATER and/or LANDSCAPE] O&M". 

Interested organisations should include in their email: Contact Person, 
Postal Address, Email Address, Phone (Mobile and Landline) and Fax. 

Project briefings will be held. Further details of these briefings will be 
provided upon request for the Pre-qualification Brief. 

Pre-qualification responses shall be addressed to the Head of Tendering 
and Contract, and delivered by hand (courier acceptable) to: 

Municipality of Abu Dhabi City, Tendering and Contract Division, 
Head of Division, Second Floor, Abu Dhabi, UAE: 

By 1 0:00 am on Thursday 25 March 201 0. 

www.adm.gov.ae 


Business & Personal 


Clear, jargon-free 
business writing 

Mark P. Gaige, Ph.D. 

www.gaigebusinesswriting.com 

212 - 717-6695 


NEW AUTHORS 

PUBLISH YOUR BOOK 
ALL SUBJECTS INVITED 

WRITE OR SEND YOUR MANUSCRIPT TO: 

ATHENA PRESS 

QUEEN’S HOUSE, 2 HOLLY ROAD, 
TWICKENHAM TW1 4EG. ENGLAND 

e-mail: info@athenapress.com 
www.athenapress.com 



OFFSHORE & UK 
COMPANIES 


WEALTH PROTECTION 
CONFIDENTIAL BANKING 
TRUSTS & FOUNDATIONS 


3 The Fountain Centre, Lensbury Avenue, imperial Wharf, SW6 


2 nd CITIZENSHIP 


%P Henley & Partners 
Official Programs Leading to 
Full Citizenship and Passport 
Tel +44-1534-514 888 
Fax +44-1534-514 999 
www.henleyglobal.com/ec 


BY GOVERNMENT APPOINTMENT 


Readers are Recommended 

to make appropriate enquiries and take 
appropriate advice before sending money, 
incurring any expense or entering into a binding 
commitment in relation to an advertisement. 
The Economist Newspaper Limited shall not 
be liable to any person for loss or damage 
incurred or suffered as a result of his / her 
accepting or offering to accept an invitation 
contained in any advertisement published in 
The Economist. 


Request for Expression of Interest UPliCSf 

SUBJECT: PROCUREMENT OF SERVICES FOR THE 
MANAGEMENT OF THE HEALTH SECTOR POOL 
FUND, MINISTRY OF HEALTH & SOCIAL WELFARE, 
GOVERNMENT OF LIBERIA 

Reference No.: REOI-CC-2010-UB 
Date of REOI: 26 February 2010 

Response Deadline: 9 March 2010 to igimenez@unicef.org 

UNICEF is assisting the Government of Liberia to identify and contract 
an international company of financial management consultants to 
manage the Health Sector Pool Fund from within the Ministry of Health 
& Social Welfare for one (1) year, renewable for up to three (3) years. 
Responsibilities include: 1) Management of the pool fund mechanism; 
and 2) Control of fiduciary risk in the use of pool fund resources. 

Companies must demonstrate experience in public financial and risk 
management, managing development assistance from major donors 
such as DFID, and possess expertise in performance-based contracting 
of health services. Regional and Liberia-specific experience is preferred. 

An Expression of Interest (EOI) must include a company profile and 
relevant experience (maximum two pages) and emailed to: igimenez® 
unicef.org by 9 March 2010. UNICEF will evaluate and pre-qualify 
companies who will be invited to the planned tender. EOls will not 
be individually acknowledged. Terms of Reference will be provided to 
companies who are invited to submit proposals. 

Please note that this is NOT an Invitation to Bid or a Request for Proposal 
for Services. Responding to this REOI does not guarantee an invitation to 
submit a proposal. 

unite for children unicef# 
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Overview 

Ben Bernanke, the head of America's Federal 
Reserve, said in testimony to Congress on 
February 24th thatthe Fed's benchmark 
interest rate was likely to "remain exception- 
ally low for an extended period", but that the 
Fed would "at some point need to begin to 
tighten monetary conditions" in order to 
stave off inflationary pressures. 

Industrial orders in the euro area rose by 
9. 5% in the year to the end of December. The 
increase in December was 0.8%, below the 
2.7% risein November. An index of euro-area 
manufacturing activity, based on surveys of 
purchasing managers, rosein February to 
54.1, its highest level since August 2007. A 
reading above 50 indicates expansion. 

Sales of new houses in America fell by 11% i n 
January to the lowest level si nee records 
began in 1963, according to the Department 
of Commerce. The median price of a new 
homefell by 5.6% from December. 

Malaysia's GDPin the final quarter of 2009 
rose by 4.5% compared with the same period 
a year earlier. Despite this late flourish, the 
economy shrank by 1.7% in 2009 as a whole. 

Inflation in South Africa edged down to 
6. 2% i n January from 6.3% in December, 
leavi n g it j ust outsi dethecentralbank's 
target range of 3-6%. Prices rose by 0.3% 
between December and January. 

Hong Kong's GDP rose by a seasonally- 
adjusted 2. 3% in the final three months of 
2009, following an increase of 0.4%in the 
previous quarter. 

Indicators for more countries, as well as 
additional series, can be found at 

Economist.com/indicators 

I FDIC-insured "problem" institutions 

The American economy and Wall Street 
bonuses may be growing again, but many 
of America's commercial banks are still 
fragile. According to the Federal Deposit 
Insurance Corporation, which is on the 
hook for the money people havein failed 
banks, 140 banks went under last year, 
more than four times as many as collapsed 
in the entire eight-year period from 
2000-2007. Forty-five banks failed in the 
last quarter of 2009 alone. The agency 
reckons that another 702 banks, with total 
assets worth $402.8 billion, are in trouble 
but have notyet failed. The number of 
these "problem institutions" is more than 
nine times as great as in 2007; the total 
assets held by such troubled banks is more 
than 18 times as great. 


Output, prices and jobs 

% change on year ago 

Gross domestic product 


Industrial 

production 

latest 

Consumer prices 

Unemployment 


latest 

qtr* 

2009t 

201 Ot 

latest 

year ago 

2009t 

rate!, % 

United States 

+0.1 Q4 

+5.7 

-2.5 

+3.0 

+0.9 Jan 

+2.6 Jan 

nil 

-0.4 

9.7 Jan 

Japan 

-0.4 Q4 

+4.6 

-5.3 

+1.5 

+5.3 Dec 

-1.7 Dec 

+0.4 

-1.4 

5.1 Dec 

China 

+10.7 Q4 

na 

+8.7 

+9.6 

+18.5 Dec 

+1.5 Jan 

+1.0 

-0.6 

10.2 2009 

Britain 

-3.2 Q4 

+0.4 

-4.7 

+1.4 

-3.6 Dec 

+3.5 Jan§ 

+3.0 

+2.2 

7.8 Dectt 

Canada 

-3.2 Q3 

+0.4 

-2.5 

+2.7 

-9.0 Nov 

+1.9 Jan 

+1.1 

+0.3 

8.3 Jan 

Euro area 

-2.1 Q4 

+0.4 

-3.9 

+1.4 

-5.0 Dec 

+1.0 Jan 

+1.1 

+0.3 

10.0 Dec 

Austria 

-1.8 Q4 

+1.5 

-3.5 

+1.2 

-4.6 Dec 

+1.1 Dec 

+1.4 

+0.6 

5.4 Dec 

Belgium 

-0.8 Q4 

+1.2 

-3.1 

+1.3 

-4.0 Nov 

+0.6 Jan 

+2.3 

-0.1 

12.1 Dectt 

France 

-0.3 Q4 

+2.4 

-2.2 

+1.6 

-2.3 Dec 

+1.1 Jan 

+0.7 

+0.1 

10.0 Dec 

Germany 

-2.4 Q4 

nil 

-4.9 

+1.7 

-6.7 Dec 

+0.8 Jan 

+0.9 

+0.4 

8.2 Feb 

Greece 

-2.6 Q4 

-3.1 

-2.7 

-0.9 

-7.6 Dec 

+2.4 Jan 

+1.8 

+1.2 

10.6 Nov 

Italy 

-2.8 Q4 

-0.9 

-4.8 

+1.1 

-5.6 Dec 

+1.3 Jan 

+1.6 

+0.8 

7.8 Q3 

Netherlands 

-2.2 Q4 

+1.0 

-4.0 

+1.2 

+0.8 Dec 

+0.8 Jan 

+1.9 

+1.2 

5.6 Jantt 

Spain 

-3.1 Q4 

-0.4 

-3.6 

-0.1 

-1.5 Dec 

+1.0 Jan 

+0.8 

-0.3 

19.5 Dec 

Czech Republic 

-4.2 Q4 

na 

-4.3 

+0.9 

+1.8 Dec 

+0.7 Jan 

+2.2 

+1.0 

9.8 Jan 

Denmark 

-5.2 Q3 

+2.6 

-4.9 

+1.2 

-19.2 Dec 

+2.0 Jan 

+1.8 

+1.4 

4.3 Dec 

Hungary 

-4.0 Q4 

-1.6 

-6.3 

-0.7 

-1.4 Dec 

+6.4 Jan 

+3.1 

+4.2 

10.5 Dectt 

Norway 

-1.2 Q4 

+0.4 

-1.0 

+1.8 

-6.5 Dec 

+2.5 Jan 

+2.2 

+2.1 

3.3 Dec» 

Poland 

+1.7 Q3 

na 

+1.7 

+2.5 

+8.5 Jan 

+3.6 Jan 

+2.8 

+3.5 

12.7 Jantt 

Russia 

-8.9 Q3 

na 

-7.9 

+3.5 

+7.8 Jan 

+8.0 Jan 

+13.4 

+11.7 

9.2 Jantt 

Sweden 

-5.0 Q3 

+0.7 

-4.4 

+2.1 

-5.8 Dec 

+0.6 Jan 

+1.3 

-0.3 

9.4 Jantt 

Switzerland 

-1.5 Q3 

+1.2 

-1.5 

+1.3 

-6.7 Q3 

+1.0 Jan 

+0.1 

-0.5 

4.1 Jan 

Turkey 

-3.3 Q3 

na 

-5.9 

+3.4 

+25.2 Dec 

+8.2 Jan 

+9.5 

+6.3 

13.1 Novtt 

Australia 

+0.6 Q3 

+0.7 

+0.9 

+2.9 

-3.8 Q3 

+2.1 Q4 

+3.7 

+1.8 

5.3 Jan 

Hong Kong 

+2.6 Q4 

+9.5 

-3.5 

+4.6 

-8.6 Q3 

+1.0 Jan 

+3.1 

+0.5 

4.9 Jantt 

India 

+7.9 Q3 

na 

+6.5 

+7.3 

+16.8 Dec 

+15.1 Dec 

+9.6 

+10.7 

10.7 2009 

Indonesia 

+5.4 Q4 

na 

+4.6 

+5.5 

+5.5 Dec 

+3.7 Jan 

+9.2 

+4.8 

8.1 Feb 

Malaysia 

+4.5 Q4 

na 

-2.4 

+3.7 

+8.9 Dec 

+1.3 Jan 

+3.9 

+0.6 

3.6 Q3 

Pakistan 

+2.0 2009* 

* na 

+3.7 

+2.9 

+0.3 Nov 

+13.7 Jan 

+20.5 

+13.6 

5.2 2008 

Singapore 

+3.5 Q4 

-6.8 

-2.1 

+4.9 

+14.4 Dec 

+0.2 Jan 

+4.3 

+0.2 

2.1 Q4 

South Korea 

+6.0 Q4 

+0.7 

+0.1 

+5.1 

+33.9 Dec 

+3.1 Jan 

+3.7 

+2.8 

4.8 Jan 

Taiwan 

+9.2 Q4 

na 

-3.5 

+4.2 

+47.3 Dec 

+0.3 Jan 

+1.5 

-0.8 

5.7 Jan 

Thailand 

+5.8 Q4 

+15.3 

-3.2 

+3.2 

+35.7 Dec 

+4.1 Jan 

-0.4 

-0.9 

1.1 Oct 

Argentina 

-0.3 Q3 

+0.2 

+0.7 

+3.1 

+9.7 Nov 

+8.2 Jan 

+6.8 

+6.3 

8.4 Q4*t 

Brazil 

-1.2 Q3 

+5.1 

-0.3 

+5.0 

+18.9 Dec 

+4.6 Jan 

+5.8 

+4.9 

6.8 Dectt 

Chile 

-1.6 Q3 

+4.6 

-0.9 

+4.8 

-0.3 Dec 

-1.3 Jan 

+6.3 

+1.5 

8.6 Dectttt 

Colombia 

-0.2 Q3 

+0.9 

+0.1 

+2.5 

+2.0 Nov 

+2.1 Jan 

+7.2 

+4.2 

11.3 Dectt 

Mexico 

-2.3 Q4 

+8.4 

-6.8 

+3.4 

+1.6 Dec 

+4.5 Jan 

+6.3 

+5.3 

4.8 Dectt 

Venezuela 

-4.5 Q3 

na 

-2.9 

-4.8 

-14.3 Sep 

+26.9 Jan 

+30.7 

+27.1 

7.4 Q4tt 

Egypt 

+4.9 Q3 

na 

+4.7 

+5.4 

+6.7 Q3 

+13.6 Jan 

+14.4 

+11.8 

9.4 04tt 

Israel 

+1.9 Q4 

+4.4 

+0.5 

+3.2 

-2.5 Dec 

+3.8 Jan 

+3.3 

+3.3 

7.8 Q3 

Saudi Arabia 

+4.4 2008 

na 

+0.2 

+3.3 

na 

+4.2 Dec 

+9.0 

+5.0 

na 

South Africa 

-1.4 Q4 

+3.2 

-1.8 

+2.8 

+3.2 Dec 

+6.2 Jan 

+8.1 

+7.1 

24.3 Dectt 


*% change on previous quarter, annual rate. 1 The Economist polL or Economist Intelligence Unit estimate/forecast. ^National definitions. §RPI inflation 
rate 3.7 in January. ’’Year ending June. ^Latest three months. ttNot seasonally adjusted. ^Centred 3-month average 



2000 01 02 03 04 05 06 07 08 09 

Source: Federal Deposit Insurance Corporation 


The Economist commodity-price index 

2000-100 


% change on 



Feb 16th 

Feb 23rd* 

one 

month 

one 

year 

Dollar index 

All items 

211.6 

211.8 

-1.0 

+40.7 

Food 

Industrials 

207.9 

202.5 

-2.7 

+13.2 

All 

216.5 

223.8 

+1.0 

+96.6 

Nfat 

192.4 

198.0 

+4.8 

+84.8 

Metals 

229.6 

237.9 

-0.6 

+102.3 

Sterling index 

All items 

204.7 

207.9 

+3.5 

+31.3 

Euro index 

All items 

142.8 

144.3 

+2.6 

+32.2 

Gold 





$ per oz 

1101.00 

1105.00 

+0.6 

+13.4 

West Texas Intermediate 




$ per barrel 

77.15 

78.71 

+5.4 

+96.9 


’Provisional 1 Non-food agriculturals. 
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Trade, exchange rates. 

Trade balance* 
latest 12 
months, Sbn 

budget balances and 

Current-account balance 

interest rates 

Currency units, per $ 
Feb 24th year ago 

Budget 
balance 
% of GDP 
2009t 

Interest rates, % 

latest 12 
months, $bn 

% of GDP 
2009t 

3-month 

latest 

10-year gov't 
bonds, latest 

United States 

-517.0 Dec 

-465.3 Q3 

-3.0 

- 

- 

-9.9 

0.16 

3.69 

Japan 

+43.5 Dec 

+141.6 Dec 

+2.8 

89.9 

97.0 

-7.4 

0.30 

1.32 

China 

+173.0 Jan 

+364.4 Q2 

+5.8 

6.83 

6.84 

-3.0 

1.94 

3.44 

Britain 

-128.1 Dec 

-28.2 Q3 

-1.6 

0.65 

0.70 

-12.2 

0.65 

4.09 

Canada 

-4.4 Dec 

-34.8 Q3 

-2.8 

1.05 

1.26 

-3.1 

0.17 

3.60 

Euro area 

+33.1 Dec 

-76.2 Dec 

-0.7 

0.73 

0.79 

-6.3 

0.66 

3.14 

Austria 

-5.1 Nov 

+7.5 Q3 

+0.9 

0.73 

0.79 

-3.5 

0.66 

3.57 

Belgium 

+19.2 Nov 

-3.2 Sep 

-0.1 

0.73 

0.79 

-6.0 

0.67 

3.66 

France 

-59.1 Dec 

-52.6 Dec 

-2.1 

0.73 

0.79 

-7.9 

0.66 

3.33 

Germany 

+191.2 Dec 

+168.9 Dec 

+4.2 

0.73 

0.79 

-3.2 

0.66 

3.13 

Greece 

-42.9 Nov 

-36.8 Nov 

-12.4 

0.73 

0.79 

-13.0 

0.66 

6.50 

Italy 

-5.6 Dec 

-74.1 Nov 

-2.9 

0.73 

0.79 

-5.0 

0.66 

4.01 

Netherlands 

+47.4 Dec 

+34.8 Q3 

+5.5 

0.73 

0.79 

-5.1 

0.66 

3.26 

Spain 

-73.3 Nov 

-78.2 Nov 

-5.6 

0.73 

0.79 

-11.4 

0.66 

3.82 

Czech Republic 

+8.1 Dec 

-1.5 Dec 

-1.4 

19.0 

22.4 

-6.9 

1.48 

4.17 

Denmark 

+12.7 Dec 

+12.2 Dec 

+2.3 

5.47 

5.87 

-3.0 

1.45 

3.42 

Hungary 

+6.4 Dec 

-2.1 Q3 

-1.5 

199 

237 

-4.0 

5.78 

7.64 

Norway 

+53.2 Jan 

+58.4 Q3 

+14.7 

5.91 

6.90 

10.9 

2.32 

3.67 

Poland 

-4.8 Dec 

-7.2 Dec 

-1.5 

2.93 

3.70 

-2.0 

4.15 

6.03 

Russia 

+112.1 Dec 

+47.5 Q4 

+3.9 

29.9 

35.8 

-6.0 

8.50 

7.21 

Sweden 

+11.9 Dec 

+33.0 03 

+7.5 

7.18 

8.96 

-2.6 

0.19 

3.20 

Switzerland 

+19.4 Jan 

+42.4 Q3 

+7.7 

1.08 

1.17 

-0.4 

0.25 

1.81 

Turkey 

-38.6 Dec 

-13.9 Dec 

-2.0 

1.55 

1.70 

-5.4 

7.41 

5.25* 

Australia 

-7.1 Dec 

-32.7 03 

-3.8 

1.12 

1.55 

-3.8 

4.15 

5.61 

Hong Kong 

-28.9 Dec 

+24.7 Q3 

+11.3 

7.77 

7.75 

-2.3 

0.13 

2.55 

India 

-78.4 Dec 

-31.5 Q3 

-0.7 

46.3 

49.9 

-8.0 

3.92 

7.75 

Indonesia 

+19.8 Dec 

+6.9 Q3 

+1.6 

9,305 

11,945 

-1.5 

7.03 

5.58* 

Malaysia 

+33.6 Dec 

+32.3 Q3 

+15.5 

3.40 

3.67 

-7.7 

2.25 

1.50* 

Pakistan 

-14.6 Jan 

-5.5 Q3 

-1.4 

85.1 

79.9 

-5.2 

12.33 

10.72* 

Singapore 

+25.8 Jan 

+20.9 Q3 

+12.3 

1.41 

1.53 

-1.1 

0.50 

2.61 

South Korea 

+43.7 Jan 

+42.7 Dec 

+5.3 

1,153 

1,516 

-4.0 

2.88 

5.10 

Taiwan 

+18.8 Jan 

+42.6 Q4 

+7.6 

32.1 

34.7 

-5.1 

0.90 

1.26 

Thailand 

+19.4 Dec 

+20.4 Dec 

+6.7 

33.1 

35.8 

-5.6 

1.35 

3.23 

Argentina 

+17.2 Jan 

+8.5 Q3 

+3.2 

3.86 

3.55 

-0.6 

12.06 

na 

Brazil 

+25.7 Jan 

-25.4 Jan 

-1.6 

1.82 

2.38 

-3.4 

8.65 

6.16* 

Chile 

+14.6 Jan 

+0.8 Q3 

+2.2 

529 

603 

-3.6 

0.60 

2.10* 

Colombia 

+1.5 Nov 

-6.1 Q3 

-2.4 

1,932 

2,580 

-2.8 

3.96 

5.28* 

Mexico 

-3.5 Jan 

-11.2 03 

-0.5 

12.9 

14.9 

-2.3 

4.49 

7.53 

Venezuela 

+6.7 Q3 

-2.103 

+3.5 

6.505 

5.70§ 

-6.1 

14.50 

6.55* 

Egypt 

-25.4 Q3 

-4.9 Q3 

-1.3 

5.49 

5.61 

-6.6 

9.63 

2.09* 

Israel 

-5.3 Jan 

+5.2 Q3 

+3.7 

3.77 

4.20 

-5.1 

1.32 

3.69 

Saudi Arabia 

+2 12.0 2008 

+134.0 2008 

+6.2 

3.75 

3.75 

-3.2 

0.77 

na 

South Africa 

-1.8 Dec 

-12.0 Q3 

-4.8 

7.76 

9.99 

-6.0 

7.18 

8.91 


•Merchandise trade only, t The Economist poll or Economist Intelligence Unit estimate. $ Dollar-denominated bonds. ^Unofficial exchange rate. 


I Wall Street bonuses 

Bonuses on Wall Street are bound ng back, 
even though its banks may only be alive 
thanks to government support. New York 
City's finanrialindustry paid its employees 
bonuses of $20.3 billion last year, 
according to figures released by the New 
York State Comptroller's office. The 
average Walt Street employee took home 
nearly $124,000 on top of his base salary 
last year— a quarter more than in 2008 but 
still less than the average bonus in 2006, 
when the figure peaked ata staggering 
$191,360 per head. In 2008, when the 
industry lost a record $42.6 billion, it paid 
out $17.4 billion in bonuses. Total 
compensation on Wall Street may have 
exceeded $55 billion in 2009, which would 
be a new record. 



2000 01 02 03 04 05 06 07 08* 09* 

Source: Office of the New York State Comptroller * Estimate 


Markets 


% change on 


Dec 31st 2008 
Index one in local in $ 



Feb 24th 

week 

currency terms 

United States (DJIA) 

10,374.2 

+0.6 

+18.2 

+18.2 

United States (S&P 500) 

1,105.2 

+0.5 

+22.4 

+22.4 

United States (NAScomp) 

2,235.9 

+0.4 

+41.8 

+41.8 

Japan (Nikkei 225) 

10,198.8 

-1.0 

+15.1 

+16.0 

Japan (Topix) 

895.7 

-1.0 

+4.2 

+5.1 

China (SSEA) 

3,168.8 

+0.1 

+65.8 

+65.7 

China (SSEB, $ terms) 

251.4 

+0.4 

+126.8 

+126.7 

Britain (FTSE 100) 

5,342.9 

+1.3 

+20.5 

+29.5 

Canada (S&PTSX) 

11,521.8 

-1.0 

+28.2 

+50.3 

Euro area (FTSE Euro 100) 

849.9 

-0.9 

+13.9 

+11.5 

Euro area (DJST0XX50) 

2,734.9 

-1.0 

+11.7 

+9.4 

Austria (ATX) 

2,498.2 

-1.5 

+42.7 

+39.7 

Belgium (Bel 20) 

2,514.9 

+0.1 

+31.8 

+29.0 

France (CAC40) 

3,715.7 

-0.3 

+15.5 

+13.0 

Germany (DAX)* 

5,615.5 

-0.6 

+16.7 

+14.3 

Greece (Athex Comp) 

1,926.8 

+3.7 

+7.9 

+5.6 

Italy (FTSE/MIB) 

21,346.3 

-1.4 

+9.7 

+7.4 

Netherlands (AEX) 

320.9 

-0.7 

+30.5 

+27.7 

Spain (Madrid SE) 

1,065.1 

-2.6 

+9.1 

+6.8 

Czech Republic (PX) 

1,138.0 

-1.3 

+32.6 

+34.6 

Denmark (OMXCB) 

336.0 

+0.2 

+48.6 

+45.4 

Hungary (BUX) 

20,623.7 

-4.8 

+68.5 

+62.2 

Norway (OSEAX) 

399.7 

+0.9 

+47.9 

+75.3 

Poland (WIG) 

38,447.2 

-1.1 

+41.2 

+42.8 

Russia (RTS, $ terms) 

1,401.5 

-1.4 

+117.5 

+121.8 

Sweden (0MXS30) 

944.3 

+0.1 

+42.6 

+57.0 

Switzerland (SMI) 

6,688.0 

+1.8 

+20.8 

+19.6 

Turkey (ISE) 

49,659.6 

-6.8 

+84.9 

+84.3 

Australia (All Ord.) 

4,665.9 

-0.4 

+27.5 

+61.0 

Hong Kong (Hang Seng) 

20,467.7 

-0.3 

+42.3 

+42.0 

India (BSE) 

16,256.0 

-1.1 

+68.5 

+77.2 

Indonesia (JSX) 

2,579.4 

-0.1 

+90.3 

+122.9 

Malaysia (KLSE) 

1,270.8 

+0.9 

+44.9 

+47.3 

Pakistan (KSE) 

9,686.2 

-1.8 

+65.2 

+53.6 

Singapore (STT) 

2,762.1 

-1.1 

+56.8 

+60.4 

South Korea (KOSPI) 

1,612.8 

-0.9 

+43.4 

+56.6 

Taiwan (TWI) 

7,529.7 

+1.2 

+64.0 

+67.8 

Thailand (SET) 

715.2 

+2.5 

+58.9 

+67.2 

Argentina (MERV) 

2,292.2 

-1.2 

+112.3 

+90.0 

Brazil (BVSP) 

65,794.0 

-2.2 

+75.2 

+124.6 

Chile (IGPA) 

17,740.9 

-0.8 

+56.7 

+88.7 

Colombia (IGBC) 

11,797.7 

+2.2 

+56.0 

+81.6 

Mexico (IPC) 

31,788.5 

-0.3 

+42.0 

+53.1 

Venezuela (IBC) 

57,005.9 

-0.4 

+62.5 

+74.9 

Egypt (Case 30) 

6,608.2 

-5.2 

+43.8 

+44.4 

Israel (TA-100) 

1,104.8 

+0.4 

+95.9 

+96.2 

Saudi Arabia (Tadawul) 

6,465.7 

+0.8 

+34.6 

+34.7 

South Africa (JSE AS) 

26,933.1 

-1.0 

+25.2 

+49.1 

Europe (FTSEurofirst 300) 

1,013.7 

-0.1 

+21.8 

+19.3 

World, dev'd (MSCI) 

1,133.2 

-0.1 

+23.1 

+23.1 

Emerging markets (MSCI) 

933.2 

-1.3 

+64.6 

+64.6 

World, all (MSCI) 

289.4 

-0.2 

+27.1 

+27.1 

World bonds (Citigroup) 

828.2 

+0.3 

+2.3 

+2.3 

EMBI+JJPMorgan) 

495.2 

+0.3 

+26.5 

+26.5 

Hedge funds (HFRX)* 

1,159.6 

+0.1 

+13.6 

+13.6 

Volatility, US (VIX) 

20.3 

21.7 

40.0 (levels) 

CDSs, Eur (iTRAXX)t 

85.3 

-0.7 

-57.8 

-58.7 

CDSs, N Am (CDX)* 

120.4 

-5.9 

-48.4 

-48.4 

Carbon trading (EU ETS) € 

13.1 

-2.0 

-21.5 

-23.1 


•Total return index. tFeb 23rd. ^Credit-default-swap spreads, basis 
points. Sources: National statistics offices, central banks and stock 
exchanges; Thomson Reuters; WM/Reuters; JPMorgan Chase; Bank Leumi 
le-Israel; CBOE; CMIE; Danske Bank; EEX; HKMA; Markit; Standard Bank 
Group; UBS; Westpac 


Indicators for more countries, as well as 
additional series, can be found at 

Economist.com/indicators 
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Takeshima is the epitome of the well- 
rounded establishment figure. An eco- 
nomics graduate from the prestigious Uni- 
versity of Tokyo, he has headed the tax 
agency and since 2002 has run Japan’s Fair 
Trade Commission. Mr Takeshima has 
made a good name for himself as a trust- 
buster. But for years he has resisted efforts 
to allow firms to appeal in court against 
punishments for antitrust violations. In ef- 
fect, the commission acts as prosecutor 
and judge. As Mr Kondo notes wryly: “It’s 
an antitrust authority, but it keeps all the 
authority to itself.” 

Within a few months, Mr Kondo had 
won cabinet support for changing the anti- 
trust law and curbing Mr Takeshima’s 
power. He hopes an amended law will be 
approved in the current session of the Diet, 


Industry (meti), he has six policy areas to 
oversee, which range from global warming 
to the troubles of Toyota, the carmaker. In 
addition, he helped draw up the govern- 
ment’s ten-year economic-growth strategy, 
released in December. 

He says his workload (from 7am to 
11pm, he groans) is made heavier by the 
shortage of dpj politicians appointed to 
government posts: atop a civil service of 
290,000, there are just 63 dpj officials in 
central-government positions. It is so easy 
to get bogged down in day-to-day adminis- 
trative work that there is little time for stra- 
tegic policymaking. This is especially true 
when the Diet is sitting; government offi- 
cials have to attend every day. 

Mr Rondo’s experience will resonate in 
other corners of Kasumigaseki, Japan’s 


itehall in central Tokyo that is the seat 
he Japanese bureaucracy and whose 
ae literally describes how many Japa- 
e think of it-a Fortress of Fog. 

The dpj came to power in September 
mising to break the disreputable trian- 
linking the Liberal Democratic Party 
p), the bureaucracy and big business. 

5 triangle helped keep the ldp in power 
almost 55 years. In its crassest form, in 
booming 1980s, the model plumbed 
depths of corruption and bad gover- 
ice. Business lobbied for contracts and 
port by pouring money into the party’s 
ers and the mandarins’ pockets. The 
l won the party elections and feath- 
i the bureaucrats’ nests. With the ldp’s 
ising, the mandarins made policy, to be 
ber-stamped by the cabinet. Hence, the 
1 service wielded enormous power, 
vever, it also squandered much of the 
itige it had enjoyed for upholding a 
it of public service that dated all the 
way back to the glory days of the samurai 
era in the I7th-i9th centuries. 

The dpj’s pledge on taking office was to 
make policy decisions itself and ensure 
bureaucrats acted on those. In policymak- 
ing ministries such as meti, the Ministry 
of Finance and the Ministry of Foreign Af- 
fairs, civil servants say that by and large the 
transition has occurred smoothly and in- 
formation has flowed easily between 
elected and non-elected officials. 

Things are different, however, in parts 
of government closely associated with the 
ldp’s former largesse, such as the agricul- 
ture, transport, and construction minis- 
tries. When Seiji Maehara, the transport 
minister, forced Japan Airlines (jal), the 
national flag-carrier, into a court-adminis- 
tered bankruptcy, he reportedly had to ►► 




44 


The Americas 


The Economist February 27th 2010 


Presidential ambitions in Peru 

Political satire 


Jaime Bayly’s breath of fresh air 

W HEN it comes to Peruvian writers 
seeking the presidency, history 
threatens to repeat itself as farce. In 1990 
Mario Vargas Llosa, one of Latin America’s 
foremost novelists, enraged by a govern- 
ment attempt to nationalise his country’s 
banks, cast aside his pen and threw him- 
self into politics. Opinion polls at first 
made him a shoo-in for the presidency. 
Fortunately for the cause of literature, if 
not for Peruvian public life, he was defeat- 
ed by Alberto Fujimori. 

This month Jaime Bayly, a writer 
morous novels of rather lesser statur 
is also a television talk-show hos 
launched his candidacy for a presid 
election due in April 2011. Like Mr 1 
Llosa, Mr Bayly is a liberal. But he is a 
ly irreverent one. Mop-haired and 
pled, he talks freely about his bisex 
(he says that at the moment he p 
women but that this might once 
change); his taste for mood-alterin; 
that are apparently damaging his liv 
past cocaine habit and his conti 
fondness for an occasional joint. His 1 
sion programmes, broadcast in Colt 


and Peru (he previously worked in Miami), 
mercilessly mock Venezuela’s leftist presi- 
dent, Hugo Chavez. 

His policies are just as politically incor- 
rect. He favours legalising abortion and 
same-sex marriages. He would eliminate 
centuries-old privileges enjoyed by the 
Catholic church. He wants to abolish the 
armed forces and spend their budget on 
improving state schools. In another consti- 
tutional proposal-this one smacks of pop- 
ulism— he would cut the number of law- 
makers in Peru’s single-chamber Congress 
from 120 to just 25. He defies Peruvian na- 
tionalism by saying that the government 
should not have filed a claim against neigh- 
bouring Chile over their maritime-border 
dispute, because it will not win. 

A survey this month by Ipsos-APOYO, 
a polling firm, shows there is no clear fa- 
vourite in a crowded field of presidential 
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OTTAWA 

When a Canadian is not a Canadian 

T HE dozen chiefs who make up the Mo- 
hawk Council of Kahnawake expected 
criticism when they began presenting evic- 
tion notices this month to 25 non-natives 
living on their 13,000-acre (5,260-hectare) 
reserve just south of Montreal. They 
hoped Canadians would understand their 
desire to protect a threatened language and 
culture, and refrain from interfering in in- 
ternal Mohawk affairs. But many saw their 
action as a racist and illegal denial of Cana- 
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In ever-closer union, divided we stand 

It's a tough life being a Latin American president nowadays, with so many summits to go 
to. The latest, involving 32 countries of Latin America and the Caribbean, took place this 
week in Playa del Carmen, a resort on Mexico's Caribbean coast. The leaders agreed to set 
up a permanent regional body. That seems sensible. But there is a subtext: despite 
protestations to the contrary, the new body will be a rival to the Organisation of 
American States, which includes the United States and Canada, but not Cuba. It also 
looks like a Mexican riposte to the Brazilian-inspired South American Union. And all this 
escalating summitry takes place as Latin America is more divided than ever, between its 
liberal democracies on the one hand and Venezuela and its allies on the other, with 
Brazil trying to paper over the divide. Time, perhaps, for fewer but better summits. 


officially registered natives. Yet there has 
also been a long history of intermarriage 
and adoption of non-natives. “Everyone in 
the community has mixed ancestry,” says 
Matthieu Sossoyan, an anthropologist. 

Canada’s minister of Indian affairs ad- 
mits the evictions make him “uncomfort- 
able” but says he can do nothing because 
First Nations have the right to say who 
lives on reserves. The chiefs say that rather 
than the Charter of Rights and Freedoms, 
their relations with non-natives are gov- 
erned by the Two-Row Wampum Treaty, 
agreed with Dutch traders in the 17th cen- 
tury. (The wampum, or beaded belt, 
showed two parallel lines on a pale back- 
ground.) This called for mutual non-inter- 
ference. “We stay in our canoe and you 
steer yours,” says Mr Delaronde. ■ 
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The trouble with the European Union’s attempts to woo Russia 
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about his country’s need for modernisation, including greater re- 
spect for the rule of law. The “underlying assumption”, writes Ka- 
tinka Barysch in a new paper for the Centre for European Reform, 
a London-based think-tank, is that eu capital, technology and 
training might make Russia “more Western-oriented, open and 
easier to deal with.” 

Alas, everyone is talking at cross purposes. The eu hopes that 
modernisation means aligning Russia with the union’s values 
and norms. For Russian officials, says Dmitri Trenin of the Carne- 
gie Moscow Centre, modernisation means “Russia using its re- 
sources to buy assets in Europe, and Europe supplying Russia 
with technology.” In eu circles, there is much cheery talk of soft 
power and “people to people contacts”, including Russian bil- 
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gatherings, topical pieties are observed. The fashion now is to fret 
about “global” governance, covering everything from protection- 
ism to migration to climate change. In Russia the talk was of Rus- 
sia: how it can get richer, how it can keep pumping oil and gas, 
how it can modernise its economy. A timid question about cli- 
mate change prompted derision and talk of sub-zero tempera- 
tures outside. Emerging into the chilly streets, Charlemagne was 
hooted by hulking four-wheel drives. It felt like Texas, with snow. 

What explains Europe’s double standards over America and 
Russia? Partly, it is hypocrisy. The eu is Russia’s biggest trade 
partner; in 2008, Russia was the eu’s second market for exports. 

Partly, it is Russia’s skill at playing on divisions within the block. 

But some of Europe’s tolerance of Russia goes beyond this. De- 
spite many disappointments and shocks, such as the 2008 war 
with Georgia, plenty of eu types still dream of transforming Rus- 
sia. They once talked of Russia as a “strategic partner”. The new 
buzz phrase is a “modernisation partnership”. This vague idea is 
the eu’s response to encouraging noises from Mr Medvedev 


eally does enjoy soft power, 
issia took a relaxed view of 
rsaw Pact countries, says Mr 
w Dut nato”; and hostility to 
nato was about America, not about Europe. 

Nowadays, diplomats detect a chill in Russian attitudes to eu 
projects in its backyard, especially the “eastern partnership” with 
Armenia, Azerbaijan, Belarus, Georgia, Moldova and Ukraine. 
This impression is bolstered by Alexander Grushko, a deputy for- 
eign minister. Russia wants a say before any “rapprochement” 
between the eu and countries like Ukraine, he says. Projects such 
as visa liberalisation or energy links must not make former Sovi- 
et republics “choose” between the eu and Russia. “The eu should 
not move ahead with projects in the eastern partnership that are 
not also the fruit of Russia-EU dialogue.” 

Europe should take such hostility as a compliment. Bringing 
ex-Soviet republics into a rules-based system would challenge 
the bleakness of Putinism. It will be hard. But Europe’s values are 
a source of its strengths. To play to them, Europe must be clearer- 
eyed about who shares its values— and who does not. ■ 
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The Dutch government falls 

Wild things 


The Economist February 27th 2010 


France's Socialist Party 

Fresh troubles 


THE HAGUE 

The far right promises to do 
disturbingly well on June 9th 

G OVERNMENT crises in the Nether- 
lands tend to be played out with little 
international publicity. But when the 
Dutch coalition cabinet fell on February 
20th it was done messily and in public- 
and the ripples were felt as far away as Af- 
ghanistan, drawing the world’s attention. 

The Labour Party quit the government 
because it could not agree with the Chris- 
tian Democrats to extend the service of 
2,000 Dutch troops in Afghanistan’s Uruz- 
gan province (see page 48). Ii 
in 2007 the cabinet agreed to 
in 2010. Labour insisted on s 
despite a written request ffi 
an extension under a chan 
Parliamentary debate turm 
with accusations of bad 
around on live television. Tf 
than a hint of personal irritc 
Wouter Bos, the Labour lead 
ter Balkenende, the Christia 
prime minister. 

Labour’s decision was gu: 
political calculations. With 
plummeting, the party maj 
that blowing up a governmei 
popular Afghan commitmei 
well with voters. Its ratings 
week. But polls suggest tha 
election on June 9th, Laboui 
the fifth-biggest party in 
dominated by the right and t 
In truth, the established 
been struggling ever since th 
tuyn exploded on to the si 
Support for the biggest far-i 
day, Geert Wilders’s Freedc 
shot up in recent months, 
polls, if the election were 
would be the second-largest party, just two 
seats short of the Christian Democrats. 

Mr Wilders is best known for his viru- 
lent anti-Islamic rhetoric. But his party has 
been broadening its policies. Mr Wilders 
not only champions limits on immigra- 
tion, especially from Muslim countries, but 
also promises to cut red tape for small busi- 
nesses, reduce taxes and improve care for 
the elderly. He wants a halt to European 
Union enlargement, including a flat no to 
Turkish entry. He is also opposed to the 
Dutch deployment in Uruzgan. 

Mr Wilders casts a long shadow over 
Dutch politics. The other parties detest 
him personally, but have been courting his 
voters. Several prominent Labour politi- 
cians have issued a call to all parties not to 
allow Mr Wilders to influence the next 


A scandal in the south-west shows up the metropolitan party’s weaknesses 


H IS detractors call him an incorrigible 
racist with a “dictator-like perso- 
nality”. One likens him to Mussolini. His 
supporters insist he is brave, authentic 
and in tune with plain-talking local 
attitudes. Georges Freche, president of 
Languedoc-Roussillon, is an old-style 
Socialist baron. But his uncanny ability to 
offend everybody, from black footballers 
to Jews, has pitched him into battle 
against his party bosses-and reawak- 
ened anti-Parisianism on the left. 

Mr Freche has a record of gaffes. Three 
years ago, he was expelled by the party 


trouble for Mr Freche. Yet far from re- 
specting the party’s bid for the moral 
high ground, locals have swung behind 
him. The man who spent 27 years as 
mayor of Montpellier tops the polls, with 
31%, according to Opinion Way. Ms Man- 
droux comes sixth, with just 6 %. In a 
run-off vote, Mr Freche should triumph. 

All this confirms that Socialists strug- 
gle to combine regional power with 
national credibility. Local distrust of 
national leaders runs deep. The Freche 
affair may boost Ms Aubry’s standing in 
Paris, but not in the provinces, where 
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“anti-alcohol, anti-smoking, anti-racist, 
homosexual, black, white, yellow, red, 
Jewish, Muslim, Orthodox, Japanese, 
garden gnomes, pit bull, anti-harmful 
sentiment, anti-anger, anti-vulgarity, 
anti-everything that is not acceptable.” 

All this might have spelt political 


government. But this could backfire. La- 
bour’s own immigration policy is moving 
towards that of Mr Wilders. Calls for a cor- 
don sanitaire may not go down well with 
the 10% of voters who are foreign-born. 

The polls suggest that post-election co- 
alition-building will be tricky. At present 
they indicate that no three parties will be 
able to command a maj ority. This points ei- 
ther to a large, fractious coalition or to a mi- 



Freche preparing another gaffe 


nority government. Neither promises sta- 
bility. Many believe that Mr Wilders will 
call the shots even if his party is excluded 
from the cabinet. 

The local elections on March 3rd will 
give a first hint of the parties’ strengths. Mr 
Wilders’s party is running only in two mu- 
nicipalities, partly because of a lack of ex- 
perienced candidates. But that may not 
stop it doing well in June. ■ 





